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PREFACE 


In September 1984, the Minister for Consumer Affairs, the Honourable 
George Paciullo, M.P., formed a consultative committee to investigate 
the economic and other factors affecting the availability of rental 
accommodation in New South Wales. 


The Committee, chaired by the Commissioner for Consumer Affairs, Mr 
Philip Holt, drew its membership from a wide range of groups with 
interests and expertise in the tenancy market. The members of the 
committee were: 


Mr Ray Ball, Rental Bond Board 

Mr Bill Dickens, Redfern Legal Centre 

Mr Roger Dive, Rent Controller of NSW 

Mr Leo Flynn, Australian Consumers' Association 
Ms Regina Haertsch, Tenants' Union of NSW 

Mr Dick Hearn, Council of Auctioneers and Agents 
Mr Bruce Murrell, Real Estate Institute of NSW 
Mr Phil Nadin, Housing Commission of NSW 

Mr Ray Newey, Council of Auctioneers and Agents 
Mr Sid Renof, Property Owners' Association of NSW 
Mr Maynard Rye, Australian Consumers' Association 
Mr Harvey Volke, Tenants' Union of NSW 

Mr Colin Weir, Australian Institute of Valuers. 


The Committee engaged the Australian Institute of Urban Studies to 
undertake research on their brief, and to prepare both an _ interim 
discussion paper and a final report. The Institute undertook this 
task as a continuation of Project 70: ‘Affordable and Available 
Housing', and provided the following project committee to oversee the 
project: 


Mr R. Annells, Lands Department, Tasmania. 

Dr G. Bethune, South Australian Housing Trust 

Mr E. Kneebone, Housing Department, Victoria. 

Dr R. Stimson, AIUS 

Dr D. Wilmoth, Department of Environment and Planning, New South 
Wales. 


The Institute also engaged the valuable services of Mr Chris Paris, 
Research Fellow in the Urban Research Unit, Australian National 
University, as the principal consultant. We are grateful to Graeme 
Hugo of Flinders University for advice and assistance with data 
analysis, to Ricki Dargavel and Dorothy Kanaley for research 
assistance and to the staff of the AIUS National Secretariat. 


Mr Paris produced an interim discussion report in December 1984, which 
was circulated amongst the committee and others for review and 
comment. The responses to the interim report were analysed and taken 
into account in this final report. 


Bob Stimson 
Director, Australian Institute of Urban Studies 


SUMMARY 


This is a discussion document prepared by Chris Paris, on behalf of 
the Australian Institute of Urban Studies (AIUS), for the New South 
Wales Department of Consumer Affairs with contributions from Maurie 
Daly and Bob Stimson. The report reviews factors affecting the 
private rental housing market in New South Wales. The introduction 
places the report within the context of a two-part study currently 
underway within AIUS, commissioned by the New South Wales Department 
of Consumer Affairs. The main body of the report has seven sections. 


Section one begins with a discussion of landlords. We have little 
good data on landlords in New South Wales but we can identify seven 
different kinds of landlords whose reasons for owning residential 
property vary substantially. Most landlords are sensitive to overall 
costs and returns, with the taxation treatment of residential 
investment being of great importance. A preliminary classification 
involving three types of tenants is introduced. The effect of rent 
levels on tenants and landlords depends largely on the different 
circumstances of different landlords and tenants. 


Section two outlines the total rental market in New South Wales and 
emphasises the heterogeneity of the sector. Renting in New South 
Wales is reviewed in comparison with the situation in other States in 
1981. We also examine the major changes that have taken place since 
1945 which, in total, have transformed both the context of rental 
housing and also the constituent elements of the rental sector. 
These changes include overall growth in population, growth of the 
Proportion of smal] households, overall growth of home ownership § and 
the decline of the nuclear family. The total rental market in New 
South Wales in 1981 comprised about 430,000 households as defined by 
the Census. About 104,000 households were public tenants (including 
both tenants of the Housing Commission and tenants of other government 
authorities) and 326,000 were tenants of other landlords. A further 
212,000 persons were classified individually living in ‘non-private 
dwellings’. Using a 1 per cent sample of all persons provided by ABS 
from the 1981 Census we examine the social and economic 
characteristics of households by tenure, focussing particularly on 
tenants of other landlords. 


This analysis reveals important differences between tenants in terms 
of household type, income and gender. A brief review of persons in 
non-private dwellings argues that their number has probably been 
underestimated, particularly in the case of residents of caravans in 
permanent parks and residents of boarding houses. 


Section three reviews the main trends, issues and problems of the 
total rental market. Four main issues are identified. First, there 
have been reduced investment incentives with little recent addition to 
the rental stock. On balance, however, there probably was some 
growth in supply between 1976 and 1981, though often this was outside 
the areas of major concentration of rental housing in 1976. The main 
source of new low-cost accommodation was the Housing Commission which 
made housing available almost invariably to low-income households. 
Secondly, there has been a continuing loss of low-cost accommodation. 
The closure of boarding houses and strata-titling have been important 
factors in this process. Thirdly, there have been changes in the 
nature of private renting, although it is difficult to give precise 
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figures due to data problems. Changing demand has been very 
important as new household formation of single-person households, in 
particular, occurred rapidly. Between 1976 and 1981 'renter-prone' 
households grew more rapidly than overall household growth. This was 
influenced by changing net patterns of international and internal 
migration. The overall effect was rapid growth of demand and, as a 
result, greater pressure on supply which did not increase so fast. 
Fourthly, there was evidence in 1981 that many private tenants were on 
very low incomes and that their rent represented an unacceptably high 
proportion of their income. All of these problems appeared to be 
worse in Sydney than in any other part of Australia. 


Section four reviews government policies and private renting. Four 
main areas of Federal government policy are identified: housing 
policy; income policy; taxation; and, social and economic policies. 
Most have had indirect effects on private renting. The support for 
home ownership has weakened the relative position of private renting 
but taxation policies have encouraged some forms of investment. 
State government policies, too, have had mainly indirect effects on 
private renting and some policies have had negative’ effects. 
Landlord-tenant law, whilst important, has not been the most important 
factor affecting private renting. Local government policies, 
particlarly land-use zoning and rating policies have also had negative 
effects on the sector. 


Section five, written by Maurie Daly, examines macro-economic factors 


affecting property markets in New South Wales. The most important 
changes have been caused by restructuring of the Australian financial 
system. This has lead to greater instability generally in property 


markets and has also made investment in private rental accommodation 
less attractive. 


Section six, written by Bob Stimson, examines the geographical 
distribution of private rental housing in New South Wales. It shows 
that the highest levels of concentration are in the inner metropolitan 
areas. Private rental housing is not confined to those areas, 
however, as there are large numbers in the outer suburban areas of 
Sydney as well as other urban and rural parts of New South Wales. 
Policies, therefore, should not focus only on inner Sydney. 


Section seven contains our conclusions. Continuing high levels of 
need co-exist with deep and persistent poverty of many tenants. 
There are few incentives for new construction and many signs of 
disinvestment. |The Housing Commission has been unable so far to cope 
with growing need. An enduring crisis of rental accommodation is 
likely to continue and may even deepen. 


INTRODUCTION 


This report contains an analysis of economic and other’ factors 
affecting the availability of rental accommodation in New South Wales. 
The Australian Institute of Urban Studies (AIUS) was commissioned by a 
consultative committee of the New South Wales Dapartment of Consumer 
Affairs to report on factors influencing the availability and 
affordability of rental accommodation. We had to report in_ two 
stages. Our brief is contained in appendix 1. 


The first stage comprised an interim report to the consultative 
committee. AIUS was engaged on 19 November 1984 and the interim 
report had to be prepared for 14 December 1984. The second stage was 
to comprise a larger report involving more data analysis and further 
consultation: the second report had to be available by March 1985. 


The interim report provided a framework for further discussion with 
members of the consultative committee and officers of New South Wales 
government departments. Comments and suggestions also were received 
from AIUS research committee members and other interested individuals 
and organisations. We have undertaken additional data analysis since 
preparing the interim report, examined a wide body of literature 
relating to aspects of private rental housing in New South Wales and 
considered experience of other states. 


This final report has been prepared by Chris Paris and contains 
contributions from Maurie Daly and Bob Stimson. Chris Paris has drawn 
from his national review of private rental housing carried out during 
1983 (Paris, 1984). This has been supplemented by reference to more 
recent work and additional data. Maurie Daly has prepared an overview 
of macro-economic processes and their effects generally on _ property 
markets and specifically on housing. Bob Stimson has examined census 
data relating specifically to spatial aspects of rental housing. 


The structure of this report follows the outline specified in our 
brief. We were not asked to make policy recommendations. Indeed, 
given the time available for preparing this report, we could not have 
done justice to the question of policy options. In our meetings with 
representatives of government departments, business interests, 
consumer groups and political parties, one thing above all was clear: 
private rental housing is a topic which generates strong feelings and 
extremely diverse opinions. Any attempt to balance that diversity, 
almost by definition, will not be likely to satisfy all points of 
view. 


This final report to the consultative committee is offered as a 
document for wider circulation in the hope that our analysis will aid 
discussion both generally about private renting in New South Wales and 
with particular reference to the possible introduction of landlord- 
tenant law reform. It is in the nature of these topics that no report 
can ever provide the final word. Our aim is modest: to provide a 
background document to enable rational evaluation of policy options. 
This is a final report of a particular project, but it is also another 
step in the longer term review of housing issues and policies in the 
state. 
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The report is in seven sections. Part One examines two basic 
questions about the factors influencing supply of and demand for 
rental accommodation. The impact of rent levels on tenants and the 
investment return to landlords is also discussed. Part Two outlines 
the total rental market in New South Wales. Problems of definition 
and data availability are reviewed and there is an analysis of private 
tenants based mainly on the 1 per cent sample of the 1981 census. 
Major trends in demand are reviewed. This forms the basis for part 
Three which evaluates the combined effect of these trends and 
considers the nature of the major issues and problems facing private 
renting aS we move into the second half of the 1980s. Part Four 
discusses government policies and their impact on private renting. 
Part Five, written by Maurie Daly, reviews macro-economic forces which 
have had major effects on the Australian economy in general and on 
patterns of investment into housing in particular. Part Six, written 
by Bob Stimson, examines geographical aspects of the private rental 
housing market in New South Wales based on 1981 Census data at the 
local government level. Our conclusions are contained in Part Seven. 
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1. A PROFILE OF TENANTS AND LANDLORDS IN NEW SOUTH WALES 
We examine two questions in this section: 


(i) ‘What influences landlords to invest in private rental 
accommodation, and tenants to rent that accommodation?’ 


(ii) ‘What is the impact of rent levels on tenants, and of 
the investment return to landlords?' 


It must be emphasised at the outset that there are no adequate overall] 
data on New South Wales landlords and their motivations and 
expectations. Stereotypes abound and these are often eagerly seized 
upon to justify various opinions. For instance, we frequently hear 
that 'the typical landlord' only owns one or possibly two properties. 
There is, however, little evidence to back up that assertion other 
than anecdotal claims based on personal experience. Whilst it may be 
true that most landlords own few properties it does not follow that 
most properties are owned by ‘small' landlords. For example, ina 
1977 survey of landlords in Melbourne it appeared that some two-thirds 
of rented dwellings were owned by owners of six or more dwellings 
(Yates 1982). A more recent study of private rental housing in 
Victoria has indicated that whilst small landlords (owning one to two 
properties) comprised 70 per cent of landlords, they only owned 17 per 
cent of the stock. 48 per cent of the stock was owned by the owners 
of 21 and more properties (Core Consultants, 1983). No comparable 
surveys exist for New South Wales landlords, though we do not have 
good reasons for supposing that there is a great difference between 
the situations in New South Wales and Victoria. 


Discussions were held with real estate experts from both the Real 
Estate Institute of Australia (REIA) property management group and the 
Property Owners' Association. Whilst some different views were held, 
there was general agreement that the description of the pattern of 
ownership in Victoria corresponds with their knowledge of New South 
Wales residential property ownership. It would be possible to 
replicate the Victorian studies and other data are available through 
the Rental Bond Board. Much of the discussion of landlords in New 
South Wales must remain, however, somewhat tentative. This topic, in 
particular, is one on which comment and discussion is needed. Indeed, 
scope exists for finding out a lot more at relatively little cost. 
Minor modifications to the ‘Advice of lodgment' form used by the 
Rental Bond Board could lead to the building-up of a systematic data 
base on residential property ownership (see Appendix ii). At present 
Many owners give addresses as those of their real estate agents. 
Landlords could be required*to give their own address or, where a 
Managing or letting agent is involved, s/he could be required to give 
the residential or company address of the owner. The form also could 
collect simple data on the type of dwelling in addition to information 
on bedrooms. For example, a section titled 'Type of Dwelling’ could 
contain boxes describing dwelling types (separate house; attached 
house; flat or unit in block up to three storeys; flat or unit in 
block over three storeys, other) and whether the tenancy was of all or 
part of the dwelling. 


More data are available concerning the characteristics of tenants, 
though again we know more about who tenants are rather than why they 
are renting. Census data give a fairly good, albeit point-in-time 
picture of tenants and most of our analysis is based on them: in 


particular we have used the one per cent persons sample of the 1981 
Census. We have to infer motivations, however, and this necessarily 
involves judgements and estimates. Discussions with Tenants' Union 
activists, housing advisors and estate agents doubtless help to 
clarify things. Other studies of housing careers, too, help us 
interpret the 1981 Census data for New South Wales, for example 
Kendig's study of household movements in Adelaide (1981) and our own 
study of public tenants in South Australia (Paris, Stimson and 
Williams, 1984). But without an extensive survey of tenants 
themselves much of the analysis, as with MJandlords, remains 
inferential and tentative. 


Before turning to the two questions posed in this section, we must 
raise what will be a recurring problem: namely, just what do we mean 
by the terms '‘landlord', 'tenant' and indeed, ‘private rental 
accommodation’. These are not nit-picking academic problems; rather 
they are central in terms of defining how wide we cast our net. For 
example, should we include licencees in lodging houses or caravan 
owners who rent a site as 'tenants'? Then again, are boarding house 
proprietors (who may be religious organisations) and tenants who sub- 
let rooms to be considered as 'landlords'? These are partly legal 
questions, but as the law can be changed and as actors’ responses will 
take the law into account, they should not be ignored in any market 
analysis. In other words, the law and the market are not separate but 
rather they are interrelated. Many investors and property managers 
think that the term '‘'landlord' is anachronistic, conjuring up 
nineteenth century ideas. The term is used here, however, mainly for 
convenience and without any pejorative implications whatsoever. 


One member of the Department of Consumer Affairs' commmittee strongly 
urged that we should address 'the full range of non-owner-occupied 
residential accommodation’. This view was shared generally by 
consumers' representatives. Other committee members believed that 
such a wide definition was impractical for present purposes and that 
we should focus on self-contained rental accommodation of the _ kind 
generally falling within Jandlord-tenant legislation in South 
Australia, Victoria and Queensland. 


In this section we have adopted mainly the narrower,’ latter, 
perspective but in the next section we have taken the widest possible 
definition. This compromise may not satisfy all parties but the 
diversity and complexity of all aspects of non-owner-occupied 
accommodation would make it impossible to respond briefly to the 
questions posed in this section. 


Question (i) What influences landlords to invest in private rental 
accommodation and tenants to rent that accommodation? 


Even using restricted definitions of landlords and tenants there are 
still many important differences between types of landlords and 
tenants. In the AIUS study we identified at least seven different 
types of landlords and three types of tenants (Figure 1): 


FIGURE 1: TYPES OF LANDLORDS AND TENANTS 


Landlords Tenants 

Temporary Landlords Young households 
Individual investors Those unable to buy 
Corporate investors Mobile households 


Owner-managers 

Employer landlords 

Other institutional landlords 
Informal landlords 


Source: Paris (1984) 


These different types of landlord are described fully in the AIUS 
national review of private rental housing (Paris, 1984). It is worth 
quoting from that study at length as the types identified nationally 
are all well represented in New South Wales (Paris, 1984, pp15-17). 
In practice individuals and groups may overlap: the following 
discussion of types of landlord is an attempt to generalise, not a 
hard and fast classification. 


1. Temporary Landlords 


This is a broad and diverse group. It includes many people who, 
individually, did not set out to be landlords but, for whatever 
personal and temporary circumstances, chose to let their property 
rather than sell or leave it empty. Some examples are: owner- 
occupiers travelling overseas; people purchasing a home for 
retirement and letting in the meantime; people transferred 
(more-or-less temporarily) interstate who let their home and rent 
(or buy elsewhere) expecting to sell the original; owners who 
are unable to sell at an acceptable price and are letting 
temporarily. We can expect these people to constitute a 
continuing part of this sector though the numbers will always be 
hard to determine. There are no intrinsic reasons, however, for 
supposing that this will be either a declining or increasing 
component of private renting. 


Other temporary landlords include owners who did not deliberately 
choose to let property. Some found themselves inheriting 
already-tenanted property, others are 'spec' builders who 
(perhaps temporarily) are unable to sell and decide to let new 
dwellings to reduce cash-flow deficits. This group does not 
consist of long-term landlords. There will be increasing 
addition through inheritance, though this will be counterbalanced 
through sales. We might expect the unsold 'spec' dwellings to be 
of variable importance as this phenomenon jis usually to be 
observed after building booms, signalling over-investment... 


We should include in this group those owners who are temporarily 
letting dwellings which are held pending conversion or demolition 
or other change (e.g. a large house acquired for future 
demolition and site redevelopments, or a block of flats which is 
let until conversion into holiday units). 


2. Individual Investors 


There are two rather different sub-groups. The first is 
interested in residential investment in an abstract way. Their 
motivation is straightforwardly commercial and many never even 
see the properties - typically units - that they own. Classic, 
almost cliched, examples are Sydney doctors and airline pilots. 
They purchase with borrowed capital, seek to maintain high 
gearing and rely on tax-deductibility of mortgage interest. 
Those with large superannuation payments may pay off their 
outstanding loans and use rental income as_ their pension. 
Investment in residential property, for this group, is no 
different than investment in anything else - the combination of 
the cost of investment, potential for capital gains, rental 
income and tax concessions decide whether or not to buy or sell, 
and, indeed, whether to be involved in housing at all. The 
provision of rental accommodation is a purely’ incidental 
component of their investment activity. Their involvement is 
relatively volatile, though in times of relative depression they 
may not be able to sell at an acceptable price. Recently many 
have indicated that they are likely to be less involved due _ to 
uncertainty regarding government policies and market trends. 
This also has led to pressures on rents. Such investors may 
become more interested in established houses rather than units as 
capital gains are more reliable and predictable in the former. 
Often, indeed, such investors are temporary owners of particular 
properties, (e.g. when gambling on an area gentrifying) but their 
investment in residential properties is not temporary in the same 
sense as members of group 1. Anecdotal evidence from interviews 
with experts, as well as mounting data on patterns of investment, 
would suggest that some members of this group may be overseas 
investors seeking to diversify their investments in Australia. 


The second sub-group is less concerned with alternative 
investment opportunities and more likely to consider property a 
"safe bet'. Small shopkeepers or garage owners, for example, may 
use periods of relatively strong capital flow to purchase one or 
two properties as a form of superannuation investment, with an 
eye both on long-term capital gains (or capital protection) and 
secure, albeit non-maximising, rental income. Estate agents 
Suggest that such owners take pride in ownership and like to see 
their investment frequently (if only from the outside). This 
group is likely to comprise a continuing component of the market, 
though some increasingly may be attracted to professionally 
Managed superannuation schemes/pension funds or alternative safe 
(still non-maximising) forms of investment. This group may well 
continue to invest in rental accommodation preferring long-term 
security to shorter-term ‘rationality’. 


As the tax-deductibility of interest has been questioned and 
there remains a possibility of a capital gains tax, individual 
investors may be less inclined to invest in housing. 


3. Corporate Investors 
One group - corporate developers-has been instrumental in the 


bulk of new purpose-built rental accommodation in Australia since 
the Second World War. They have put up blocks of flats and 


groups of units in all the capital cities. Much of this 
development has subsequently been strata-titled and sold to 
members of group 2 but substantial numbers of buildings are owned 
still by private companies. There has been very little recent 
development of this type in the capital cities except for the 
middle to luxury end of the rental market. Most developers have 
turned to construction of owner-occupied strata-titled blocks. 
Prospects for the longer term will critically depend on public 
policies. On balance, then, this is likely to be a declining 
group of providers of rental accommodation. 


Another sub-group comprises companies which purchase whole 
blocks, strata title them and sell off the units (sometimes 
keeping some). This practice undoubtedly leads to a loss of 
rental accommodation aS oOwner-occupiers move into previously 
tenanted units; it also tends to raise rents as_ individual 
owners of units (from group 2) pay more per unit than on a_ per- 
unit block basis and hence need higher rents to pay off new (and 
possibly higher-interest) mortgages. This group comprises a 
limited component of the overall rental stock and is_ probably 
more likely to seek to sell to owner-occupiers. 


4. Owner-managers 


This group includes some owner-managers who are registered as 
companies. The defining characteristic, however, is that this 
group operates within the older existing housing stock and not by 
building new houses or flats. They have used the purchase and 
letting of property as a form of capital accumulation. In the 
past rents have exceeded costs sufficiently that by managing the 
property/properties and doing repairs themselves (or simply not 
doing repairs) they have been able to build up modest to large 
holdings of residential property. Some, of course, have failed 
in the process and got out at a loss - even become bankrupt. 
Others have succeeded and gone on to sell their properties to 
incoming owner-occupiers getting out of residential investment 
with good capital gains (especially in 'gentrified' areas). Some 
may have diversified into flat construction. 


This group often, in some areas, typically comprises recent 
immigrants - especially Greeks, Italians, and, in one survey, 
‘other Europeans' (Yates 1982). The last 2-3 years has seen a 
major change in the calculations available to members of this 
group: critically, the rapid increase in interest rates and 
other costs have not been matched by equivalent rent increases 
and the viability of this form of investment has’ suffered 
accordingly. Owners want to increase rents, especially where 
capital gains are low (and are expected to remain so), but cannot 
get tenants prepared or able to pay the rents they need to 
charge. Owners with historic cost structures may still be doing 
very well, but there are few incentives for new investment. The 
tendency may well be to disinvest and sell to owner-occupiers 
whenever possible. 


We might wish to include proprietors of private lodging houses in 
this category. In many ways they are a dying breed, partly 
because of increasing costs due to local government policies -and 
their demise is a major problem for low-income single people. In 


addition, we might wish to include some caravan park proprietors, 
who are providing a growing share of ‘permanent’ accommodation. 
Both groups, however, probably require special individual 
consideration. 


5. Employer Landlords 


This is a significant group which mainly provides housing as an 
inducement to particular workers. It could be excluded from the 
category ‘private landlords' on functional grounds, as_ the 
provision of housing is often directly a component of tenant/ 


employee's total real wage. Many such landlords provide 
accommodation in remote areas to workers in primary industries; 
other tenants include caretakers, temporarily mobile 


professionals (e.g. bank workers) and employees of statutory 
authorities. Some tenants of government departments other than 
housing authorities may find themselves classified as tenants of 
an employer in official data collection exercises. This group of 
owners is not affected by changes in housing markets in the same 
way aS the previous groups, as changes in labour force 
requirements are most likely to influence it. 


6. Other Institutional Landlords 


This group includes some churches, which still own residential 
property, especially in inner city areas, the Crown and various 
voluntary and other charitable organisations. The extent of 
their ownership is difficult to determine. Some aggregate data 
includes tenants of non-housing authority government departments 
and statutory authorities under ‘tenants of other landlords’. A 
functional approach to private renting would exclude many of this 
group, though organisations developing alternative forms of 
tenure, (e.g. co-operatives), are becoming more frequent and 
would come into this category under any definition. So, too, 
might some public-sector-assisted schemes (such as homes for the 
elderly.) 


7. Informal Landlords 


This is something of an elusive and rag-bag group, but actually 
may be of considerable and growing importance. It includes 
owners who informally let a room or share their home as a means 
of getting help with mortgage repayments (often not declared to 
taxation authorities, Mortgaging institution, oor _ local 
government). The informal group also includes sanctioned or 
illicit sub-letting by tenants, temporary but undeclared letting 
(overlapping with group 1) and diverse semi-legal and illegal 
Practices, e.g. the simple expedient of an owner-purchaser 
letting property without formally advertising it or declaring 
taxable income: s/he receives tax concessions but does not 
actually live there. 


Many owners in this group are not conventionally considered to be 
landlords and would object to being termed as_ such. Where, 
however, they provide housing services for a fee, it is entirely 
proper to consider them as landlords. In his major international 


comparative study of private renting, which clearly documents 
overall decline, Michael Harloe (1985) emphasised that the growth 
of ‘certain forms' of renting may well occur. He noted the 
continued importance of resident landlordism and _ subletting. 
These probably declined in Australia between 1950 and 1970, but, 
in combination with various formal and informal practices, may be 
again increasing. It is very hard to determine the dimensions of 
informal renting in Australia as much slips through the nets of 
official data collectors. Deliberate avoidance of detection, no 
doubt, iS common. 


We might also include calculative intergenerational negotiation 
of ‘best deals' from the tax and housing subsidy system under 
this heading. 


Core Consultants (1983) proposed a three-fold typology of landlords: 
small-scale, medium-scale and large-scale. Whatever typologies are 

used, one basic point must be made: different types of landlords and 
tenants have different reasons and motivations for investing. They 
also have different expectations. 


Different kinds of investment decisions, then, may be involved: it is 
one thing to consider purchasing an existing dwelling but rather a 
different thing to consider building new rental accommodation. Many 
existing rental properties, particularly older units, could not be 
replaced by corporate investors because existing land and construction 
costs are much too high in comparison with possible rental income and 
capital gain. Existing units could still represent a viable 
investment, however, for a highly geared individual investor. Much 
rental accommodation is provided by landlords who did not set out to 
become landlords and/or do not intend to be landlords’ except 
temporarily (e.g. builders temporarily unable to sell, people who 
inherit tenanted property, homeowners temporarily letting during an 
absence. Some landlords provide housing only as part of a_ 'package' 
(employer landlords) others will be very hard to trace (informal 
landlords). 


It is important to emphasise that motivations and expectations have 
almost certainly changed over time: assumptions and expectations 
which prevailed during the late 1960s and 1970s may have been’ revised 
or abandoned by the early 1980s. The factors influencing landlords' 
investment decisions and consumers' tenure choice, therefore, are 
different today than they were ten to fifteen years ago. Choices and 
constraints operate within changed contexts: both in terms of the 
housing system and the broader social and economic structure of which 
housing is only one element. 


Let us try to sum up. The main factors influencing Jlandlords' 
investment decisions concern capital growth (whether expressed as 
‘capital gains' or ‘capital preservation’), rental income and taxation 
benefits, balanced against capital costs (including interest), 
recurrent costs (including rates, land tax, insurance and repairs) and 
the possibility of capital gains tax. 


Evidence on these factors is often controversial. Capital gains have 
undoubtedly varied geographically over time and by type of dwelling. 
There are few reasons for doubting that residential property values 
keep up with inflation in the medium to long term (Neutze, 1977). This 


is often comprised, however, of shorter periods of rapid growth 
alternating with stagnation. The New South Wales REI has also 
suggested that capital growth is less reliable in some rental units 
especially in lower income suburbs. Rental income, with rare 
exceptions, does not often exceed 5 per cent of capital value 
annually. Such returns only are attractive to investors if capital 
growth can be relied on (and if that growth is not heavily taxed). 
The taxation benefits, too, are very important, especially the 
opportunity to convert taxable income into untaxed capital gain. 
Since the late 1970s, it consistently has been argued by real estate 
agents and property owners that incentives to invest largely have been 
cancelled out by increasing costs (especially high interest rates) and 
heavy growth in recurrent costs (especially rates and land tax). 
Recent uncertainty over capital gains tax has undoubtedly led many 
investors to be more cautious; frequently it is agreed that 
uncertainty over timing and content is harder to live with than a 
known capital gains tax. 


The combined effect of positive and negative factors, from investors’ 
points of view, has been such as to inhibit much net growth in 
investment. The REI felt very strongly, in addition, that local 
government planning and zoning regulations were the last straws which 
prevented new construction. They argued that many small to medium- 
sized construction firms would build blocks of units for rent or sale 
but that this was made impossible by council regulations. That 
argument contrasted, however, with the other stated view that 
investors were leaving the rental sector. We may conclude that new 
construction might take off if.controls were lifted, but we could not 
be sure that it would have much effect on the supply of rental 
accommodation as such. 


All the factors influencing investors’ considerations, naturally, may 
be balanced against alternative investment opportunities both in the 
short-and long-terms. The differences between the motivations and 
expectations of different types of landlord, moreover; ensures. that 
there is rarely a uniform response to any particular changing factor. 
Existing property owners, who may actively be seeking to disinvest, 
are in a different position from potential investors. Different 
existing and potential investors, moreover, have very different 
borrowing capacities and are in different taxation circumstances. For 
many investors the crucial consideration is the scope that rental 
housing gives them for converting high marginal income tax into non- 
taxable capital gains. Different kinds of dwellings, in different 
locations, offer better or worse investment possibilities. 


Core Consultants (1983) concluded that large-scale landlords, who 
owned the bulk of rental accommodation, were unlikely to be involved 
in much new construction for rental and were likely to seek to 
disinvest. Medium-scale landlords, they suggested, were strongly 
influenced by taxation considerations. Small-scale landlords, in 
their view, were mainly middle-aged or elderly middle-income people 
with varying motivations, usually not highly geared and mainly 
concerned with capital preservation. Many of the latter will be less 
influenced by taxation considerations; they have rarely been builders 
of rental property (except where builders retained a few dwellings). 


On balance, it is clearly the case that many investors are actively 
considering withdrawing from private renting at present. They claim 
that rising costs, reduced capital gain and limited rental income 


‘combined with the fear of a capital gains tax are crippling the 
sector. 


As Section 2 shows, however, there was probably a net growth in supply 
of rental accommodation between 1976 and 1981, despite many protests 
from investors during that period. The crucial question today, 
however, is whether a ‘tipping point' has been reached and whether we 
can still expect net growth in the future? My view is that unless 
there is some change in the net balance of factors affecting 
investors, then we might expect some net disinvestment but that it is 
unlikely to be as dramatic as many investors suggest. As Section 2 
also argues, however, growth in demand leads to increased pressure 
even without disinvestment. 


The factors influencing tenants to rent in the private rental market 
vary between types of tenants. In part the factors reflect the 
housing options that are open to people: these, however, are largely 
determined by more fundamental factors like income, wealth, gender and 
stage in the life cycle. 


Wealth and income, especially disposable income, are crucial.For many 
tenants, regardless of other factors, low income, limited savings and 
credit worthiness make other housing options impossible. Their choice 
is limited to alternative forms of tenancy, licence or other non- 
proprietorial housing options: including boarding houses, tents and 
the streets. Many poor tenants might be able to buy cheap property if 
they were able to borrow a deposit, their major problem being the 
deposit gap. This group, however, .is already the target of a 
plethora of policies of both federal and state governments aimed at 
helping home ownership. Most poor tenants in New South Wales are 
unlikely to be able to purchase unless very heavily subsidised loans 
are available and they move to areas of lowest priced housing. 


Many households become private tenants through choice, others 
temporarily rent in the more-or-less secure knowledge that they will 
be able to buy later. Young households with good incomes, renting 
temporarily for reasons of lifestyle or mobility, are not necessarily 
trapped by or disadvantaged within private renting. It can be an 
ideal tenure form for them. Costs are affordable and other factors 
are attractive: no maintenance or repair costs and ease of movement 
with a high degree of locational choice. Many will buy later as they 
move on to a different stage in the life cycle; partnership and 
child-raising will be preceded or accompanied by home purchase. 
People like this comprise a substantial part of the demand for private 
rental accommodation. Indeed, the growth of the number of single, 
young workers leaving home in the 1960s was a major factor influencing 
the rapid growth of flat~-blocks (Neutze, 1977). 


Other tenants rent temporarily after household breakup. As marriages 
and other partnerships break up, one or both partners may leave the 
owner-occupied home for temporary private renting. High divorce rates 
have undoubtedly led to growth of demand from this type of tenant: in 
many cases both partners will revert to ownership after property 
settlements. In some cases, however, the settlement may result in one 
partner suffering financial hardship, reducing housing options, hence, 
in part at least, the large proportion of single parents in private 
rental accommodation. Migration is discussed in the next sections: 
without doubt geographical mobility has critical effects on private 
renting. Whether moving long or short distances, newcomers to 


Australia or to Sydney are likely first to rent even if they plan to 
buy eventually (see also Kendig, 1981). 


As Choice (February, 1982) demonstrated, for many households who do 
not expect to remain in a particular location for more than four to 
five years the net costs of buying compared to renting may make the 
latter a better proposition. Others would love to have the choice. 
Changing patterns of household formation with growing numbers of 
singles, the rapid growth and increasing persistence of unemployment 
and the escalating costs of ownership are all tending to polarise 
housing options. Private renting continues to have a _ major 
transitional role for mobile households. As the costs of home 
ownership continue to rise, however, some younger households may spend 
longer in the private rental sector thus reducing turnover. For at 
least a significant minority of tenants, however,the options are 
limited to private renting now and the hope for public renting as_ the 
only better (cheaper) future (see also, Burke, Hancock and Newton, 
1984; Hancock and Burke, 1983). 


Question (ii) What is the impact of rent levels on tenants and of the 
investment return on landlords? 


The impact of rent levels on tenants is largely a function of who the 
tenants are. Poor tenants pay a much larger proportion of their 
income in rent than wealthier tenants and are thus’ further 
impoverished by housing costs. Many tenants on higher incomes, 
especially young working couples or young workers sharing, have little 
difficulty meeting rental payments and at the same time they can save 
for later home purchase. 


The most significant comparison for most tenants, then, is not the 
absolute rent level in isolation. Rents must be related to income 
and, in particular, to disposable income. Since the early 1970s we 
have known that private tenants tend to have the lowest disposable 
incomes, after housing costs have been deducted, of all tenure 
categories. This issue is explored further in Sections 2 and 3. 


Section 3 shows that existing rent levels are a major cause of poverty 
among low-income households except for Housing Commission tenants. 
More poor households, however, are renting privately and they are 
increasingly unable to afford rents charged. The effects are an 
increase in the number applying to the Housing Commission especially 
those seeking emergency allocations, an increase in the rate of rent 
default, an increase in the rate of default on other commitments and 
increasing problems of access as bonds become more expensive and, for 
previous defaulters, as references become unobtainable. The 
proportion of tenants adversely affected by rent levels is difficult 
to determine precisely, but the growing problems reported to the 
Department of Youth and Community Services and the enormous 
disparities between income and housing costs revealed in the Census 
should be cause for considerable alarm and urgent public action. 


The effect of rent levels on the investment returns of landlords, 
again, varies according to the type.of landlord. For many landlords 
rental income becomes increasingly important when capital gain or 
preservation becomes insecure. In the past investors have been 
prepared to accept fairly low rental income in anticipation of 
substantial untaxed capital growth. For example annual rental returns 
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of 4-6 per cent of capital value (about $50 per week for a_ property 
worth $50,000) might be acceptable if there were 10 per cent capital 
growth. For many investors such returns were balanced by tax 
deductibility of loan interest and the non-taxation of the capital 
gain. Where capital growth is below inflation, however, and the cost 
of borrowing has increased, an investor's calculation must be revised. 
Both high interest rates and a growing fear of capital gains tax put 
pressure on the rental component of investors' income. Given the 
relative poverty of many tenants and potential tenants, however, there 
may be little realistic prospect of raising rents sufficiently to give 
10 per cent annual return before recurrent costs: many investors, 
therefore, are seeking to sell to owner-occupiers and leave the 
market. Some owners will be unable to sell their properties to other 
investors or owner-occupiers except at capital loss. Older unit 
blocks, poorly built and with few amenities, may thus become the slums 
of the 1990s. 


The crucial question, again, is whether disinvestment will lead to a 
net loss of rental accommodation overall or whether other factors will 
influence a net balance in availability. Despite many similar 
arguments about the relative decline of investment profitability 
during the mid-1970s, there was almost certainly a net gain of rental 
accommodation in ‘New South Wales between 1976 and 1981 (see below, 
Section 3). There was no evidence of overall net disinvestment though 
there was certainly a reduction in new construction of rental units. 
If the arguments are similar, then, can we conclude that despite 
owners' and investors’ protests, in fact the sector is likely to grow 
in net terms? Is it a case of crying ‘wolf'? Possibly so, but the 
wolf may have arrived. 


My view is that there are few reasons for supposing that there will be 
substantial net growth in supply: private rent levels in general are 
not high enough to attract much new investment and there jis little 
prospect that they could be raised enough to do so. Equally, despite 
the problems of the sector, I doubt whether there is likely to be 
substantial net loss unless major market factors or public policies 
change substantially. Some critics claim that low Housing Commission 
rents depress rents in the private sector. In my view that is 
simplistic. Low incomes depress rents in part of the private sector. 
In other parts of the private rental sector high incomes and great 
demand lead to rapid increases. It is not a _ uniform, homogeneous 
sector. If there were a rapid transfer of households from private 
renting into other tenures, then this could reduce demand leading 
possibly to relaxation of rent increases. However, if households left 
for public housing then almost by definition they would be the poorest 
households whose presence in the private rental sector had least 
inflationary effect on rent levels. The point, perhaps, is that there 
are very important differences between tenants which are explored 
further in the next section. Low rents in the public sector reflect 
political choices and the real scope for pooling the costs and 
benefits of home ownership over time within a non-profit sector. 
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2. THE TOTAL RENTAL MARKET IN NEW SOUTH WALES 


In this section we have been asked to give consideration 'not only to 
the traditional landlord and tenant relationship, but to public 
housing, lodging houses and hostels, retirement villages and nursing 
homes and caravan parks'. We also have to respond to the question of 
the effect of the latter kinds of provision on the ‘'traditional' 
rental market. This poses a problem as the very idea of one 
traditional rental market is not helpful. Any attempt to define the 
traditional market will end up shadow boxing as different people will 
think of different traditions. |For example, some people refer to the 
units built during the 1950s and 1960s as the traditional rental 
market, whereas others think in terms of terraces rented during the 
1930s and 1940s as the traditional rented market. In a_ nutshell: 
there has been constant growth and change of the overall Australian 
housing system and private renting (however defined) has also been a 
constantly growing and changing element of that overall system. 


Individual dwellings have experienced frequent tenure change and may 
have been used in different ways within a tenure. Changes from 
renting to owner-occupation and back to tenancy are common. For 
example many inner city houses which were initially owner-occupied 
were then sub-divided and let out as lodging houses; later they may 
have been bought by an extended migrant family and owner-occupied and 
subsequently sold to incoming gentrifiers. They, in turn, may go 
interstate or overseas for a couple of years and their housing thus 
reverts to rental status, albeit temporarily. 


Excluding for the moment public housing and the other types of 
provision mentioned in this section, we must emphasise that private 
renting should be characterised by its heterogeneity and complexity. 
The different types of investors, tenants and dwellings make any 
traditional definition redundant. There is, in addition, considerable 
and constant flexibility: the sector always represents the sum of 
flows of dwellings and people into and out of it. 


Even recognising diversity and fluidity, we still can try to grapple 
with the dimensions of private renting, but we must avoid treating 
statistics as if they captured monolithic entities. An appreciation 
of other forms of provision, e.g. caravans, further adds to the need 
for flexible definitions. Many dwellings change their tenure on a 
seasonal basis. Caravans and units may be defined by their owners as 
holiday accommodation during peak seasons and as longer term (albeit 
insecure) residential accommodation at other times. The point in time 
of census or surveys and who is surveyed (owner, manager or occupant) 
can thus considerably influence the tenure definition of dwellings. 


Some Problems of Data 


Various data sources help us describe non-owner-occupied residential 
accommodation. None, however, are perfect and there is often 
considerable variation between data sources. By the time that data 
are available, they are often already out of date, especially census 
data. Variation between data sources is due to many reasons. Data 
are gathered by different organisations for quite different purposes. 
Different assumptions and methods are used. Different priority is 
given to different questions. Some data are gathered continuously, 
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others are point-in-time. Some are samples, others report on a total 
population. Errors may result from sampling, administrative problems 
or mistakes. 


The 1980 ABS Survey of Housing Occupation is valuable at the national 
level but cannot distinguish much between types of landlord. The 
sample size also means that disaggregation by tenure at state level or 
below may suffer from large sampling errors. Useful information is 
contained in the Household Expenditure Survey 1975-76, but this is now 
very dated. There has been another Household Income and Expenditure 
Survey more recently but this was not available in time for this 
report. Other valuable information is held by many New South Wales 
government departments, e.g. Housing Commission, Youth and Community 
Services, Consumer Affairs. The REIA collects monthly information 
which gives a continuous informed.commentary on trends in the market. 
This, however, should not be treated as if it were sample survey data 
(see Paris, 1984, Appendix I, pp80-89). 


The census is particularly useful for large-scale aggregate 
developments but it suffers from many problems. It is point-in-time 
and self-enumerated. The 1981 Census did not distinguish between 
types of ‘other landlords' and it has high proportions of tenure 'not 
stated' and '‘others'. Definitions change over time and may be 
confusing. For example, the definition of an ‘occupied private 
dwelling’ in the 1981 Census refers to ‘the premises occupied by a 
household on census night'. A private dwelling for census purposes, 
then, was not the same thing as a dwelling in the commonsense use ; of 
the term. There could have been six households, for example, occupying 
four houses: the census would have recorded those four houses as six 
‘occupied private dwellings’. Hence: ‘it is important to remember 
that the census definition of a private dwelling means that the total 
number of dwellings may be more than the total number of known 
structures in any given area'(ABS, 1983, p10). This has two critical 
implications. First, the census could be used innocently to give a 
misleading indication of a growing number of 'dwellings' when in fact 
more households occupied the same number (or even fewer) actual 
dwellings. Secondly, we must appreciate that we do not have fully 
accurate information on the actual dwelling stock. In my view this is 
cause for some concern. We do not have good data on the condition of 
the dwelling stock: in fact we have very poor data on the physical 
condition of the stock and are unable fully to describe the stock. In 
the light of increasing overall ageing of the stock and the 
inevitability of differential ageing and decline such data absences 
are deplorable. Thought should be given to local dwelling condition 
surveys, initially, perhaps, in areas of known housing stress. 


For our present purposes we must point to another problem with census 
data. Boarding houses, hostels, caravans in caravan parks and 
religious and charitable institutions are classified as ‘non-private 
dwellings’ in the census. We only have data on persons in non-private 
dwellings, as ‘non-private dwellings, by census definition, do not 
contain households’ (ABS, 1983b, p10). The occupants of non-private 
dwellings are often overlooked in reviews of households and tenure 
(for example, they are not covered in the housing section of the ABS 
series, Cross-Classified Characteristics of Persons and Dwellings, ABS 
Catalogue No. 2444.0). As we discuss below, there are good reasons 
for - thinking that there may be substantial under-enumeration of 
persons in non-private dwellings. 
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Another distressing feature of the census is the high proportion of 
New South Wales households in private dwellings for whom we have 
unsatisfactory tenure data. Many of the 66,000 households were 
classified as ‘'‘other/not elsewhere included’ - many of these could 
well have been caravan dwellers, lodgers, or inhabitants of retirement 
accommodation. Many were tenants living rent free, often as part of a 
job-housing package. Another 52,000 are classified as ‘occupancy not 
stated’. 


There are also, without doubt, many households renting ‘informally’. 
In Australia as in many other western societies it is extremely likely 
that there are various forms of sharing and illegal sub-letting, 
particularly during periods of housing shortages and/or high housing 
costs. Much of this ‘informal’ sub-sector, if not all of it, is 
missed by the census and other official data-gathering exercises. 


The data that we have are almost invariably incomplete and frequently 
they are potentially misleading. We must emphasise much of the data 
refer to households rather than dwellings. Overall, then, it is 
impossible to give a single and precise answer to the question, ‘what 
is the total rental market in New South Wales'? What we can do using 
census and other data, is put together 'best estimates' of the total 
rental market and its elements. In order to do that, however, it is 
useful to go through a number of steps: putting renting in New South 
Wales in national and historical perspectives, comparing the 
characteristics of households in different tenure categories and 
focussing finally on private tenants and persons in non-private 
dwellings. 


Comparative and Historical Perspectives 


A full comparative and historical analysis of the rental housing 
market in New South Wales is neither possible nor appropriate here. 
It is useful, however, to consider how far New South Wales resembles 
other states. The proportions of households in each tenure are shown 
for all states and territories as well as Australia as a whole in 
Table 1. This is based on the 1981 Census and uses the tenure 
categories provided in that Census. It shows that home ownership was 
slightly lower in New South Wales than the national average and _ the 
‘other tenant' category was slightly above the national average. We 
cannot draw very firm conclusions from this as other variation may be 
obscured by the large 'not elsewhere included, not stated and other' 
category. Public renting in New South Wales was very close to the 
national average. The latter, however, was comprised of great 
variations between states. Excluding the exceptional cases of the 
Northern Territory and the Australian Capital Territory there was 
variation from 2.6 per cent of households in Queensland to 9.6 per 
cent in South Australia. 


The situation in New South Wales in 1981 was very different indeed 
from that which prevailed shortly after the Second World War. Tables 
2 and 3 contrast the immediate post-war period with the early 1980s 
based on the censuses of 1947 and 1981. Between the two dates there 
were many processes of change: as always the census data only give 
point-in-time snapshots of complex changing pictures. Some major 
points, however, emerge immediately from Table 2. Firstly, there has 
been substantial overall growth in the number of households, from 
664,000 to 1,662,000. Secondly, the overall proportion of outright 
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owners and home-purchasers has increased from 51 to 68 per cent while 
the proportion of households who were tenants has fallen from 45 to 26 
per cent. Thirdly, we can see that both in absolute and proportional 
terms there were more households headed by young (15-24) and elderly 
(60 plus) persons in 1981. These changes can be summed up as (i) 
overall growth in population and households, (ii) the growth in home 
ownership, and (iii) the decline of the nuclear family. |The changes 
between 1947 and 1981 were neither uniform nor unilinear, but even 
from the data in Table 2 it should be apparent that there have been 
Major changes in the demographic and tenure composition of the New 
South Wales housing market. Not shown, but of obvious relevance, is 
the growth of public rental housing. The proportion of tenants 
renting from the state government or local authorities was trivial in 
1947 but had grown to more than six per cent of all households in 1981 
representing a quarter of all tenants of occupied private dwellings. 


The situation in 1947 is explored in more detail in Table 3 which 
examines the proportions of age groups by tenure. The most important 
point to note regarding renting is that there was a close relationship 
between the age distribution of heads of renting households and the 
overall age distribution of household heads. The proportions of 
household heads who were tenants declined with increasing age but 60 
per cent of all tenant household heads were 40 years or over. By 1981 
that proportion had fallen to 34 per cent. In that regard, then, 
renting had a more ‘normal’ distribution of households in 1947 than in 
1981 (see Table 9, below). We might note in passing that the 
proportion of households by age and tenure in New South Wales in 1947, 
was almost identical to the national average. 


TABLE 1: HOUSEHOLDS BY TENURE, AUSTRALIA, 1981 
(Expressed as percentages of households by tenure in each State or Territory) 


Not 
el sewhere 
Other included, 
Owners and Public government Other not stated Total Total Percentage 
purchasers tenants authority tenants and other (2) ('000s) by State 
NSW 67.0 5.1 1.2 19.6 7.1 100 1663 35.6 
VIC 71.2 2.9 1.1 17.7 7.1 100 1239 26.5 
QLD 67.3 2.6 1.5 20.6 8.0 100 698 14.9 
SA 69.2 9.6 1.8 14.1 5.3 100 432 9.3 
WA 65.6 6.2 1.8 20.2 6.2 100 404 8.7 
TAS 68.5 7.0 1.5 16.5 6.5 100 136 2.9 
NT 30.8 19.8 7.0 24.3 18.1 100 29 0.6 
ACT 67.3 13.0 1.2 14.5 3.0 100 69 1.5 
Australia 68.1 4.9 1.3 18.7 7.0 100 4669 100 
('000s) 3179 229 63 872 325 
Note: Numbers and percentages have been rounded, consequently not all rows and columns sum to the 


totals given. 


Source: Census, 1981 


TABLE 2: HOUSEHOLDS BY AGE AND TENURE, NEW SOUTH WALES, 
1947 AND 1981 
(Expressed as percentages of all households) 


1947 
Age of Owners Others 
head of and not 
household purchasers Tenants stated Total 
15-24 0.5 1.0 0.2 1.7 
25-39 10.7 15.8 1.2 27.7 
40-59 22.7 19.3 1.4 43.5 
>60 15.8 7.6 0.9 24.4 
Not stated 1.3 1.3 0.1 2.7 
All NSW 50.9 45.1 3.9 100.0 
(664,000) 
1981 
15-24 1.5 4.6 0.4 6.5 
25-39 20.0 10.8 1.2 32.6 
40-59 26.7 6.6 2.1 35.3 
>60 19.3 3.8 2.7 25.5 
ALL NSW 67.5 25.8 6.8 100.0 
(1,662,000) 


Notes: Percentages have been rounded, consequently 
not all rows and columns sum to the totals 
given. Percentages only apply to households 
where the head gave both age and tenure data. 


Source: Census 1947, 1981 
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TABLE 3: TENURE BY AGE OF HOUSEHOLD HEADS, NEW SOUTH WALES, 1947 


Age of 
Household 


Head Owners 


Tenure by Age 


15-24 1 
25-39 18 
40-59 44 
>60 35 
Not stated 2 
All (4%) 100 
('000s) 285 


Age by Tenure 


15-24 21 
25-39 28 
40-59 43 
>60 62 
Not stated 39 
All 43 
Note: Percentages 


sum to the totals given. 


Purchasers 


Nature of Occupancy 


Other/not Total 

Tenant Stated (%) 
3 5 2 
35 31 28 
43 38 43 
17 24 24 
3 3 3 
100 100 100 
299.9 26.0 664 
61 12 100 
57 4 100 
45 3 100 
31 4 100 
50 4 100 
45 4 100 


have been rounded, consequently not all rows and 


Percentages only apply to households 


the head gave both age and tenure data. 


Source: 


Census, 1947 
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Total 
('000s) 


11.5 
184.2 
288.9 
162.0 

17.8 


664.3 


columns 


where 


TABLE 4: HOUSEHOLDS OF PRIVATE DWELLINGS BY TENURE, 
NEW SOUTH WALES, 1976-1981 


1976 1981 


(a) Households by Tenure ('000S) [1] 


Owners and purchasers [2] 975.3 1,114.9 
Public tenants [3] 72.0 84.1 
Tenants of other government { 286.8 19.8 
authorities i 

Other tenants i 326.0 
NEI, NS, other 157.8 118.0 
Total 1,491.8 1,662.8 


(b) Households by Tenure (%) 


Owners and purchasers 65.4 67.0 
Public tenants 4.8 5.1 
Tenants of other government i 19.2 1.2 
authorities i 

Other tenants i 19.6 
NEI, NS, other 10.6 7.1 
Total 100.0 100.0 


Notes: 1. Subtotals have been rounded, consequently 
columns may not sum to the totals given. 
2. Including owner-purchasers undefined. 
3. Tenants of state housing authorities only. 


Source: Census 1976, 1981 
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Table 4 enables us to focus more closely on recent changes by looking 
at tenure between 1976 and 1981. We should be cautious about drawing 
very firm conclusions about overall changes from these data, except 
regarding the clear evidence concerning household growth overall and 
its broad distribution between tenures. The apparent proportional 
changes in home ownership in part (b) of Table 4, for example, may be 
partly a result in better recording and a diminution of the proportion 
of households in the residual category. ‘Public tenants', in the 1976 
and 1981 Censuses were tenants of the New South Wales Housing 
Commission. The 1981 Census identified tenants of other government 
authorities though this had not been done in 1976. 


The Total Rental Market in New South Wales 


We can now turn to the main question to be addressed in this section: 
what is the rental market in New South Wales? For practical purposes, 
given that the Housing Commission now manages all dwellings owned by 
the New South Wales Government, we might consider that there were 
104,000 public tenants in 1981. Although the socio-economic and 
demographic characteristics varied between Housing Commission and 
other government authority tenants in 1981, these differences will 
decline with uniform management practices. 


There were about 326,000 households recorded as tenants of ‘other 
landlords' in New South Wales in 1981. The 1981 Census did not 
enumerate differences between such landlords, but it is possible to 
make some 'guesstimates' at least about some sub-groups. 


The 1976 Census enumerated about 96,000 households paying rent to an 
employer in Australia. The 1980 ABS Survey of Housing Occupancy 
estimated that there were about 63,000 such households in Australia of 
which there were about 11,000 in New South Wales. Allowing for sample 
error in the 1980 survey and assuming that the 1976 base figure was 
more-or-less accurate, we might estimate that there were about 15,000 
tenants of employers in New South Wales in 1981. This leaves about 
311,000 households who paid rent to ‘other landlords’. Households 
living rent-free, incidentally, would have been included in the 
residual other etc. category. 


The census does not enable us to identify the number of households who 
were tenants of local authorities. We know the total number to be 
small, with Sydney City Council having the largest holding, about 600 
dwellings. The total within New South Wales is unlikely to exceed 
3,000, leaving a net 'tenants of other landlords’ total of 308,000, or 
18.5 per cent of all households. It is usually estimated that 20- 
25,000 such tenants are protected under the 1948 Act. Another 1,000 
or so households were tenants of caravans not in caravan parks. Four 
thousand caravan dwellers were also listed as owners or purchasers of 
private dwellings but the census did not specify whether the status of 
ownership referred to the caravan alone or whether it also included 
the site. 


It would require a separate and rather complex study to investigate 
the extent of informal renting in New South Wales. All that can be 
done here is’ to note that we can be certain that many tenants or 
licencees occupy all or part of premises without being recorded for 
census or other official purposes. 
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We deal with persons in non-private dwellings below. We just need to 
note here that the census recorded about 212,000 persons in New South 
Wales living in non-private dwellings. This is likely to be an under- 
enumeration, but of that figure about 63,000 were in caravan parks and 
boarding houses. Other forms of provision, including retirement 
villages and nursing homes, are dealt with in the section on non- 
private dwellings. 


Any analysis of the rental market in New South Wales must place it 
within the context of the housing system overall. We can do this 
first by comparing all tenures along a range of variables from the 
1981 Census, focusing on households in occupied private dwellings. 
Secondly, we look in much more detail at private tenants themselves. 
Thirdly, we examine the question of persons in non-private dwellings. 


Types of dwellings 


One important source of variation between tenures concerns the kinds 
of dwellings in which people live. The 1981 Census showed clearly 
that the stock of rental dwellings was rather different from the 
owner-occupied stock. ‘Other tenants' were much more likely to be 
living in flats, units and other medium density dwellings than either 
owner-occupiers or public tenants. Tables 5 and 6 clearly show that a 
much smaller proportion of ‘other tenants' occupied separate houses 
than owners or public tenants. The proportion of all tenures in 
medium and high density housing in New South Wales, incidentally, is 
the highest in Australia. ‘Other tenants' in New South Wales 
accounted for 43 per cent of all Australian ‘other tenants' in 
row/terrace housing, other medium density and flats over three 
storeys. 


We might note in passing that the range of dwelling types had expanded 
enormously since the time of the 1947 Census. At that time only about 
20 per cent of New South Wales tenants lived in flats. The flat boom 
of the 1960s, of course, transformed the dwelling stock overall but 
clearly had most impact on private renting. 


Households and tenure, 1981 


Whilst the characteristics of dwellings are of undoubted importance, 
it is more important to look at the tenants themselves. We shall now 
turn to a much more extensive analysis of households. Unlike the 
position in 1947, by 1981 ‘other tenants' were already typically much 
smaller households than owners and_ public’ tenants, with 
disproportionate elements of all one- and two-person households (see 
Tables 7 and 8). 


The Australian Bureau of Statistics has provided special computer 
tapes of data on a one per cent sample of all households and persons. 
The data on persons enable us to analyse the characteristics of 
households by tenure at the state level (but not below state level). 
We only have been able to study primary households in the time 
available. Tables 9 to 18 contain simple two-way cross-tabulations of 
tenure and other socio-economic and demographic characteristics. 
Together they provide a comprehensive picture of the major dimensions 
of variation between tenures at the time of the Census. This gives us 
a basis for more complex multiple cross-tabulation later in this 
section. 
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TABLE 5: HOUSEHOLDS AND OCCUPIED PRIVATE DWELLINGS: STRUCTURE OF DWELLING BY NATURE OF OCCUPANCY, 
NEW SOUTH WALES, 1981 ('000s) 


Structure of dwelling 


Other 

Semi- Other Flats  Caravan/ not 
Nature of Separate detached Row or medium >3 houseboat stated Total 
occupancy house house terrace density storeys [4] [5] [6] 
Owners/purchasers 966.6 2183 13.1 74.5 17.2 4.0 18.0 1,114.9 
Public tenants [1] 66.4 2.1 3. 24.9 5.4 0.0 [7] 1.9 103.9 
Other tenants [2] 119.7 14.5 10.2 138.2 19.9 0.8 15.9 319.3 
Landlord not stated 2.3 0.3 0.3 3.0 0.4 0.0 [7] 0.4 6.7 
Total tenant 188.4 17.0 13.6 166.2 25.7 0.9 18.3 429.9 
Others [3] 80.5 Sil 2.5 15.9 4.0 1.7 10.2 118.0 
Total 2,235.5 41.4 29.2 256.5 47.0 6.6 46.5 1,662.8 


TABLE 6: HOUSEHOLDS AND OCCUPIED PRIVATE DWELLINGS: STRUCTURE OF DWELLING BY NATURE OF OCCUPANCY, 
NEW SOUTH WALES, 1981 
(Expressed as percentage by tenure) 


Structure of dwelling 


Other 
Semi- Other Flats  Caravan/ not 
Nature of Separate detached Row or medium >3 houseboat = stated Total 
occupancy house house terrace density storeys [4] [5] [6] 
Owners/purchasers 87 2 l 7 2 0 [7] 2 100 
Public tenants [1] 64 2 3 24 5 0 [7] 2 100 
Other tenants [2] 38 5 3 43 6 0 [7] 5 100 
Landlord not stated 34 5 5 45 6 0 [7] 6 100 
Total tenant 44 4 3 39 6 0 [7] 4 100 
Others [3] 68 3 2 14 3 2 9 100 
Total 674 2 2 15 3 0 [7] 3 
Notes: 1. Including tenants of other government authorities. 


1 
2. Tenants of ‘other landlords’. 

3. Other, not elsewhere included and occupancy not stated. 

4. Excluding caravans in caravan parks. 

5. Includes improvised house, dwelling/non-dwelling combined and not stated. 
6. Totals may differ from sub-totals owing to rounding. 

7. Not literally zero but fewer than 499. 


Source: Census 1981, ABS (1983a) Table 66, p1l14. 
21 


TABLE 7: HOUSEHOLDS AND OCCUPIED PRIVATE DWELLINGS: NUMBER OF 
HOUSEHOLD MEMBERS BY NATURE OF OCCUPANCY, NSW, 1981 ('000s) 


Nature of 
Occupancy 
Owners/purchasers 
Public tenants 
Other tenants 
Landlord not stated 
Total tenant 


Others 


Total 


TABLE 8: HOUSEHOLDS AND OCCUPIED PRIVATE DWELLINGS: NUMBER OF 


Number of Household Members 


488. 


9 


103.6 


1,662.8 


HOUSEHOLD MEMBERS BY NATURE OF OCCUPANCY, NSW, 1981 (4%) 


Nature of 

Occupancy 
Owners/purchasers 
Public tenants 
Other tenants 
Landlord not stated 
Total tenant 


Others 


Total 


Note: 


Source: 


Number of Household Members 


29 


22 


17 


4-5 


32 
34 
19 
16 
23 


19 


29 


Census, 1981; ABS (1983a) Table 66, pll4. 


Totals may differ from sub-totals, due to rounding. 


Total 


100 
100 
100 
100 
100 


100 


100 


Age and tenure 


The first major dimension of variation is the age of the head of 
household. Table 9 shows clearly that different tenures had very 
different age profiles in 1981. Outright owners were mainly over 40 
years old and nearly half were over 60. Purchasers were much more 
concentrated in the middle age groups. Among tenants there was a 
sharp contrast between the spread of public tenants and other tenants. 
The former were the same as the overall age structure of household 
heads. Private tenants were easily the youngest group, with two- 
thirds 39 years or under. Other tenants also accounted for nearly two- 
thirds of all 15-24 year old heads of household but fewer than 10 per 
cent of those over 60 years. The proportions of outright owners and 
private tenants were almost exactly inverse by age. 


TABLE 9: AGE AND TENURE OF HOUSEHOLD HEADS, NEW SOUTH WALES, 1981 


Nature of Occupancy 


Age of Owners Other, 
head of Outright and Public Other not All 
household owners purchasers tenants tenants stated [1] {2] 


(a) Tenure by Age 


15-24 1 4 5 22 6 

25-39 11 50 37 44 25 

40-59 39 40 33 23 33 

>60 49 7 25 11 36 

All 100 100 100 100 100 100 
(b) Age by Tenure 

15-24 4 17 5 65 9 

25-39 12 48 7 24 9 

40-59 38 36 6 12 8 100 
>60 65 8 6 8 13 

All 34 32 6 19 9 100 
Notes: 1. Includes owner-purchasers not stated. 


2. Totals may differ from sub-totals, due to rounding. 


Source: Census, 1981, 1 per cent sample of persons. 
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Gender 


The gender of household heads is also distributed unevenly between 
tenures. The Census is a very blunt instrument on this question as 
"head' only refers to the first name appearing on the list of members 
of the household. On that basis, and only on that basis, female- 
headed households accounted for a quarter of all households but they 
were proportionately more highly represented amongst public tenants 
(39 per cent) and private tenants (31 per cent). They accounted for 
27 per cent of outright owners (mainly elderly single women, usually 
widows) but only 14 per cent of purchasers (see Table 10). Overall, 
then, women-headed households were most likely to be single, both 
elderly outright owners and also young tenants. 


TABLE 10: GENDER AND TENURE OF HOUSEHOLD HEADS, NEW SOUTH WALES, 1981 


Nature of Occupancy 


Other, 

Gender Outright Public Private not All 
of head ‘owners Purchasers tenants tenants stated [1] [2] 
(a) Tenure by Gender 

Males 73 86 61 69 72 75 
Females 27 14 39 31 28 25 
All 100 100 100 100 100 100 
(b) Gender by Tenure 

Males 33 36 5 7 9 100 
Females 38 18 10 25 10 100 
All 34 32 6 19 9 100 


Notes: 1. Includes owner-purchasers not stated, 
2. Totals may differs from sub-totals, due to rounding. 


Source: Census, 1981, 1 per cent sample of persons. 


Income and wealth 


Income and wealth are difficult to establish reliably through census 
data. Even so, Table 11 reveals some important contrasts between the 
incomes of households in different tenures. Public tenants were 
clearly the group with overall lowest incomes and home purchasers had 
highest incomes. The position of outright owners was again 
complicated by their skewed age-distribution; many had low incomes 
but this reflected their stage in the life cycle. Outright ownership, 
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too, implies relatively low housing costs. Private tenants had 
household incomes mainly in middle and low ranges, though there were 
clearly substantial numbers on above-average incomes (26 per cent had 
household incomes above $22,000). There was, then, a wide income 
range within the private rental sector, though households were 
slightly concentrated in the $6,000-15,000 income range. 


TABLE 11: HOUSEHOLD INCOME AND TENURE OF HOUSEHOLD HEADS, NSW, 1981 


Nature of Occupancy 


Household Other, 
income Outright Public Private not All 
($) owners Purchasers tenants tenants stated [1] [2] 


(a) Tenure by Household Income 


<6,000 23 4 26 13 28 16 

6,001-10,000 15 5 13 13 14 11 
10,001-15,000 17 17 20 23 16 18 
15,001-22,000 14 24 17 21 13 18 
>22,001 25 44 15 26 14 30 
N/A, N/S, etc. 6 6 9 5 16 8 
All 100 100 100 100 100 100 


(b) Household Income by Tenure 


<6,000 50 8 10 7 15 100 

6,001-10,000 45 14 7 23 11 100 
10,001-15,000 31 30 7 24 7 100 
15,001-22,000 26 42 6 20 6 100 
>22,001 29 47 3 7 4 100 
N/A, N/S, etc. 28 26 7 13 7 100 
All 34 32 6 19 9 100 


Note: 1. Includes owner-purchasers not stated. 
2. Totals may differ from sub-totals, due to rounding. 


Source: Census, 1981, 1 per cent sample of persons. 


Income is clearly related to occupational status which is examined in 
Table 12. Perhaps the main point to note here concerning tenants was 
the relatively high proportion of both public and private tenants that 
were unemployed. Other tenants, in common with home purchasers, were 
most likely to be wage or salary earners. Tenants were less likely to 
be self-employed than households in other tenures and public tenants 
in particular were virtually never employers. When we look at the 
proportion of unemployed household heads by tenure, the position of 
private tenants really stands out - they were twice as likely to be 
unemployed as the average for all tenures. 
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TABLE 12: OCCUPATIONAL STATUS AND TENURE OF HOUSEHOLD HEADS, NEW SOUTH WALES, 1981 


Other, 

Occupational Outright Owner Public Other not All 
status owner purchaser tenants tenants stated (1) 
(a) Tenure by Occupational Status 
Wage and salary earner 37 74 50 68 49 56 
Self-emp] oyed 9 8 2 5 6 7 
Employer 5 6 [2] 2 3 4 
Unemp1 oyed 1 2 4 5 3 2 
Not in labour force and 

unpaid helpers 48 10 44 20 39 30 
All 100 100 100 100 100 100 
(b) Occupational Status by Tenure 
Wage and salary earner 22 42 5 23 8 100 
Self~emp] oyed 41 37 1 13 8 100 
Employer 41 43 [2] 10 6 100 
Unemp1oyed 19 20 11 39 12 100 
Not in labour force and 

unpaid helpers 55 1 9 13 12 100 
All 34 32 6 19 9 100 


Notes: 1. Totals may differ from sub-totals, due to rounding. 
2. Less than 0.49 per cent. 


Source: Census 1981 


Household type 


Household type is an extremely important dimension of variation 
between tenures. Private tenants were disproportionately likely to be 
single or single parents. Public tenants contained an even greater 
proportional concentration of single parents but relatively few 
singles (and then, in the main, older single people). Table 13 also 
shows that public housing had tended disproportionately to accommodate 
nuclear families (head, spouse and dependants) but that such 
households were a smaller proportion of private tenants. This, of 
course, reflects deliberate choices about allocation policies in the 
past but also suggests that the recent move by the Housing Commission 
towards more easy access for singles is a very sensible response to 
changing patterns of need. 


TABLE 13: HOUSEHOLD TYPE AND TENURE OF HOUSEHOLD HEADS, NEW SOUTH WALES, 1981 


Other, 

Outright Public Private not 
Household type owners Purchasers tenants tenants stated All 
(a) Tenure by Household Type 
Head only 25 10 20 42 36 24 
Head and dependants 1 4 13 7 3 4 
Head and spouse 29 17 13 17 22 21 
Head, spouse and dependants 16 48 29 21 20 28 
Head and adults 7 3 7 5 5 5 
Head, adults and dependants 1 1 4 1 1 1 
Head, spouse and adults 13 7 7 3 7 8 
Head, spouse, adults and dependants 8 11 9 4 6 8 
All 100 100 100 100 100 100 
(b) Household Type by Tenure 
Head only 35 13 5 33 14 100 
Head and dependants 12 31 20 32 6 100 
Head and spouse 47 25 4 16 9 100 
Head, spouse and dependants 19 54 6 14 6 100 
Head and adults 46 18 8 18 10 100 
Head, adults and dependants 31 26 17 21 6 100 
Head, spouse and adults 52 28 5 7 8 100 
Head, spouse, adults and dependants 35 42 7 9 7 100 
All 34 32 6 19 9 100 
Note: Totals may differ from sub-totals, due to rounding. 


Source: Census, 1981, 1 per cent sample of households. 


Marital status 


Taken on its own, marital status is another factor which varied 
considerably between tenures. Two-thirds of all household heads were 
married but only 45 per cent of tenants of other landlords. Only 12 
per cent overall were never married in contrast to 33 per cent of 
private tenants (Table 14). The importance of private renting as a 
temporary tenure after marriage break-up is highlighted by an 
examination of the group ‘separated but not divorced’. Whereas private 
tenants accounted for 19 per cent of all households, 38 per cent of 
separated but not divorced household heads were private tenants. Even 
more pronounced was the high proportion of never married household 
heads who were private tenants. Just over half were private tenants: 
nearly three times as much as the overall proportion of all households 
who were private tenants. 


TABLE 14: MARITAL STATUS AND TENURE OF HOUSEHOLD HEADS, NEW SOUTH WALES, 1981 


Nature of Occupancy 


Other, 
Outright Owner Public Other not 
Marital status owner Purchasers tenants tenants stated All 
(a) Tenure by Marital Status 
Never married 7 6 7 33 13 12 
Now married 68 83 59 45 59 67 
Separated but not divorced 2 3 7 7 4 3 
Divorced 3 5 12 9 7 6 
Widowed 20 3 16 6 18 12 
All 100 100 100 100 100 100 
(b) Marital Status by Tenure 
Never married 20 15 3 52 9 100 
Now married 34 39 5 13 8 100 
Separated but not divorced 15 24 13 38 10 100 
Divorced 19 28 12 30 10 100 
Widowed 59 8 8 10 14 100 
All 34 32 6 19 9 100 


Source: Census, 1981, 1 per cent sample of persons. 
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Geographical mobility 


Tables 15 and 16 show aspects of the geographical mobility of 
households in different tenures. Table 15 highlights the importance 
of private renting for the reception of newcomers to Australia. 
Recent residents were very highly concentrated in the sector. Nearly 
two-thirds of all household heads of up to four years residence were 
private tenants. Internal mobility is shown in Table 16 which compares 
length of residence at the dwelling enumerated on census night with 
tenure. Other tenants were easily the most mobile group. Over 40 per 
cent had moved during the previous year and a total of 80 per cent had 
moved at least once since 1976. Purchasers and public tenants 
exhibited similar characteristics, about 15 per cent moving between 
1980 and 1981 and half moving between 1976 and 1981. 


TABLE 15: LENGTH OF RESIDENCE AND TENURE OF HOUSEHOLD HEADS, NSW, 1981 


Nature of Occupancy 


Length of 
residence Other, 
of household Public Private not 


head (years) Owners tenants tenants stated All 


(a) Tenure by Length of Residence 


<4 1 2- 8 2 3 
5-9 2 3 5 2 3 
>10 23 18 18 17 21 

Australian born, 74 77 69 18 73 
N/A, N/S 

All 100 100 100 100 100 


(b) Length of Residence by Tenure 


<4 28 5 63 5 100 
5-9 55 6 32 4 100 
>10 73 5 16 6 100 

Australian born, 68 6 18 8 100 
N/A, N/S 

All 67 6 19 7 100 


Source: Census, 1981, 1 per cent sample of persons. 
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TABLE 16: RESIDENTIAL MOBILITY OF 1981 HOUSEHOLD HEADS BETWEEN 1976 AND 1981, NEW SOUTH WALES 


Nature of Occupancy 


Other, 
Outright Owner Public Other not 

owners purchasers tenants tenants stated All 
(a) Tenure by Change of Address 1980-81 
Same address 1980-1981 95 87 85 57 75 83 
Moved 1980-1981 5 13 15 43 25 17 
All 100 100 100 100 100 100 
(b) Change of Address by Tenure 1980-1981 
Same address 1980-1981 39 33 6 13 8 100 
Moved 1980-1981 11 23 5 48 13 100 
All 34 - 32 6 19 9 100 
(c) Tenure by Change of Address 1976-1981 
Same address 1976, 1980-81 81 49 52 19 54 55 
Moved between 1976 and 1981 19 51 48 81 46 45 
All 100 100 100 100 100 100 
(d) Change of Address by Tenure 1976-1981 
Same address 1976,1980-81 50 29 6 7 9 100 
Moved between 1976 and 1981 15 35 7 34 9 100 
All 34 32 6 19 9 100 
Note: Totals may differ from subtotals, due to rounding. 


Source: 1981 Census 1% sample of persons 
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TABLE 17: BIRTHPLACE AND TENURE OF HOUSEHOLD HEADS, NEW SOUTH WALES, 1981 


ee eee eee 


Nature of Occupancy 


Proportion 

of private 

Other, tenants by 

Place of birth Owner Public Private not Total place of 

of household head Purchasers tenants tenants stated (%) birth (%) 

Australia 69 7 18 6 72 68 

UK and Ejre 64 8 23 5 10 12 

Rest of Europe 77 3 14 7 11 8 

Middle East and Asia 60 5 29 5 4 5 

New Zealand 37 4 56 3 1 4 

Other 40 6 19 35 3 3 

Total (%) 67 6 19 7 100 100 
Note: Totals may differ from sub-totals, due to rounding. 


Source: Census, 1981, 1 per cent of sample persons. 


TABLE 18: USE OF ENGLISH AND TENURE OF HOUSEHOLD HEADS, NEW SOUTH WALES, 1981 


All Public Other 


owners tenants tenants Other All 
EE 
(a) Tenure by Use of English 
English only 86 90 87 71 85 
Other language - speak English well 10 5 9 8 10 
other language - speak English poorly 4 5 4 21 5 
or not at all 
ee eee eee 
All 100 100 100 100 100 
ee 
(b) Use of English by Tenure 
English only 68 7 20 6 100 
Other language - speak English well 73 3 7 6 100 
Other language - speak English poorly 49 6 16 29 100 
or not at all 
All 67 6 19 7 100 


Note: Totals may differ from sub-totals, due to rounding. 


Source: Census, 1981, 1 per cent sample of persons. 
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Ethnicity and tenure 


Ethnicity and tenure are sketched in Tables 17 and 18. With regard to 
tenants the main point to emerge from Table 17 was the extremely high 
proportion of New Zealand born heads to be found in private renting. 
Other ethnic groups were more normally distributed though the small 
‘rest of Europe’ group had a very low proportional representation 
within public renting. Little significant variation emerged in terms 
of use of English (Table 18), though if anything we can note that 
other tenants were slightly less likely to have language difficulties. 


Private Tenants: A Closer Look 


The preceding discussion has revealed many interesting variations 
between the characterisitics of households in different tenure 
categories. Let us now focus on ‘tenants of other landlords' in more 
detail. This both helps us to examine the inter-relations between the 
various dimensions explored individually above and it also moves us 
towards a better understanding of trends, issues and problems explored 
further in the next section. In this section the term 'private 
tenants'is used interchangeably with the term ‘tenants of other 
landlords‘. 


Based on simple two-way cross-tabulations we already have shown that 
the most important characteristics distinguishing private tenants were 
household type, gender, age and income. Household type, gender and 
income are examined together in Table 19 where three key household 
types accounted for over 80 per cent of private tenants in 1981. 


TABLE 19: HOUSEHOLD TYPES AND HOUSEHOLD INCOMES, TENANTS OF 
OTHER LANDLORDS, NEW SOUTH WALES,1981 
(Expressed as a percentage of all households) [1] 


Household Income ($'000s) 


Household type <10 10-15 >15 All 
Single male 6 6 12 25 
Single female 9 5 6 19 
Childless couple 4 3 11 18 
Couple with child(ren) 4 6 10 20 
Single mother with child(ren) 4 1 1 6 
Other 2 2 8 13 
All [2] 28 24 48 100 


Notes: 1. Excluding not stated, not applicable. 
2. Totals may differ from sub-totals, due to rounding. 


Source: Census, 1981, 1 per cent sample of persons. 
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TABLE 20: HOUSEHOLD TYPES, INCOME AND AGE OF HOUSEHOLD HEAD, TENANTS OF OTHER LANDLORDS, NSW, 1981 


Household Type Household Age of Household Head Age of Household Head 
income 
($'000s) 15-24 25-39 >40 All 15-24 25-39 >40 All 
(a) Percentage of Income Group (b) Percentage of Age Group by 
by Age Group by Household Income Group by Household 
Type Type 

Single male <10 29 27 44 100 24 16 40 25 
10-15 28 36 36 100 24 23 34 26 

>15 34 51 15 100 52 60 26 48 

All 31 41 28 100 100 100 100 100 

Single female <10 18 17 66 100 26 24 74 44 
10-15 30 42 29 100 26 36 19 26 

>15 49 42 9 100 47 40 7 29 

All 30 31 39 100 100 100 100 100 

Childless couple <10 9 13 78 100 8 8 42 22 
10-15 20 25 55 100 13 11 22 16 

>15 30 47 23 100 79 81 36 63 

All 24 36 40 100 100 100 100 100 

Couple with child(ren) <10 17 59 24 100 31 17 26 20 
10-15 15 71 14 100 41 31 23 31 

>15 6 74 19 100 28 52 51 49 

All 11 70 18 100 100 100 100 100 

Single mother with <10 14 73 13 100 61 69 75 68 
child(ren) 10-15 20 72 8 100 18 14 10 14 
>15 20 70 10 100 21 17 15 17 

All 16 72 12 100 100 100 100 100 

Other <10 19 17 65 100 19 8 16 14 
10-15 15 29 56 100 21 20 19 19 

>15 13 31 57 100 60 72 65 66 

All 14 28 58 100 100 100 100 100 

All <10 19 32 49 100 23 21 42 28 
10-15 22 46 32 100 24 25 23 24 

>15 25 51 24 100 53 55 35 48 

All 23 44 33 100 100 100 100 100 


Source: Census, 1981, 1 per cent sample of persons. 
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‘Head only' households easily formed the largest group (44 per cent) 
though it is important to distinguish between male and female single- 
person households as there were important income and age differences 
between them. Single males mainly had middle and higher incomes 
whereas single females had low to middle incomes. Nearly half of the 
single male private tenants had incomes over $15,000 whereas nearly 
half the single women had incomes under $6,000. 


Couples with children and childless couples each accounted for about a 
fifth of private tenant households. On average those couples without 
children were slightly better off though in both types there were 
fewer households with incomes under $6,000 than among the singles. It 
is important to note that we have deliberately not sought to identify 
‘male-headed' and 'female-headed' couples. To have done so could have 
implied status differentiations which we do not consider justified. 
More important, as we mentioned earlier, the term 'head' as used in 
the Census was merely one of convenience relating to the first person 
named on the Census schedule. It has little significance regarding 
the internal ordering of household relationships (except in the case 
of single people). 


Single mothers constituted 6 per cent of all private tenants (whereas 
they only accounted for about 3 per cent of all households). They 
were the group with by far the lowest incomes; some two-thirds of 
them had household incomes under $6,000. 


The residual ‘other’ household category contained many different kinds 
of households (including single fathers). It had many of the highest 
household incomes as it contained groups with multiple adult members 
including sharing singles. Other 'sharers', it should be emphasised, 
could be wrongly classified as ‘head only'. 


As Table 9 had revealed, private tenants were on average easily the 
youngest households in tenure terms. Nearly two-thirds of all 15-24 
year old-headed households in 1981 were private tenants. Even so, not 
all private tenants were young, as a third of private tenants were 
over 40. The relationships between household type and income 
discussed above and the age of household heads are illustrated in 
Table 20. This is rather a complex table, but it repays careful 
study as it helps to explain some of the income variations within 
household types. 


The easiest way to cope with the complexity contained within this 
Table is to deal with each household type in turn, further elaborating 
the variations already observed. It is important to bear in mind that 
"high' and 'low' incomes are used relatively within the household 
income range covering most tenants. Likewise, the terms 'younger' and 
‘older' are used relatively. It is not implied that over-40s are 
‘old' but as only a third of private tenants were over forty it was 
felt that to add further age sub-divisions would make a _ complicated 
table even more complex. 


(i) Single males formed the largest group overall, comprising about a 
quarter of all private tenants. Single males had the highest average 
household (and therefore per capita) incomes. Highest incomes, 
however, were heavily concentrated in middle and younger age groups 
whereas over-40s were more likely to have low incomes. The 
probability of very low incomes, not _ surprisingly, increased 
dramatically after sixty years of age. Despite the average higher 
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incomes of this group it is important to remember that in absolute 
terms young single males with incomes under $6,000 accounted for 
about 3 to 4 per cent of all private tenants. 


(ii) Single females constituted about a fifth of all private tenants. 
Their incomes were often low, with lowest incomes concentrated heavily 
in older age groups. Highest incomes were heavily concentrated in 
younger age groups: only 9 per cent of single females with incomes 
above $15,000 were forty years or over. 


(iii) Childless couples accounted for about a fifth of all private 
tenants. Whereas the group generally had high incomes, there was an 
important difference between younger and older childless couples. 
About four-fifths of those with household incomes under $6,000 were 
over-forties (many of the poorest were over sixtyyears). Younger 
childless couples, by way of contrast, typically had higher household 
STE OG. four-fifths of those under forty had household incomes over 
15,000. 


(iv) Couples with children, again, accounted for about a fifth of all 
private tenants. This household type was heavily concentrated in the 
25-39 years group which also had the highest incomes. Lowest incomes 
were most heavily concentrated in the youngest and older age groups. 


(v) Single mothers accounted for about 6 per cent of private 
tenants. Over two-thirds had household incomes below $6,000; among 
single mothers over 40 years old the proportion with incomes under 
$6,000 rose to 75 per cent. Younger single mothers in general had 
slightly higher incomes. Nearly three quarters were between 25 and 39 
years old; 16 per cent were 24 years or under and 12 per cent over 
40 years. In general this was easily the poorest group. 


(vi) Others comprised 13 per cent of all tenants. This catch-all 
category contained a wide variety of household types. We should note 
here that sharing adults on higher incomes were included hence nearly 
half of the 'others' had household incomes over $15,000. This does 
not necessarily imply high per capita incomes although in some 
instances that would be undoubtedly the case. 


The interrelations between household type, age and income are 
summarised in figure 2. Again, the terms 'richer', 'poorer', ‘older' 
and 'younger' are relative not absolute. 


FIGURE 2: PRIVATE TENANTS: HOUSEHOLD TYPES, AGE AND INCOME 


I 


Household type Age and income 
Single males younger = richer older = poorer 
Single females younger = richer older = much poorer 
all poorer than single males 
Childless couples younger = richer older = poorer 
Couple with child(ren) youngest = poorest older = both richer and poorer 


Single mothers with child(ren) oldest = poorest generally poorest household type 


Others extremely varied, includes oldest and richest 
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TABLE 21: BONDS LODGED BY REGION AND VALUE 1982/83 AND 1983/84 


Number of Bonds Average bond 

Region held ('000s) Value ($'000s) Average bond ($) % increase 

1982/83 1983/84 1982/83 1983/84 1982/83 1983/84 1983/84 
(a) Metropolitan 
City of Sydney and 

Eastern suburbs 59.8 61.8 19,115.3 21,162.7 320 342 6.9 
Southern suburbs 37.7 38.8 11,194.7 12,204.9 297 315 6.1 
Northern suburbs 51.1 52.3 19,356.1 21,371.3 379 409 7.9 
Western suburbs 40.7 41.8 11,785.2 12,797.4 290 306 5.5 
Outer Suburban 10.7 11.3 3,149.4 3,149.4 294 309 5.1 
Total Metropolitan 200.1 206.0 64,600.7  71,025.8 323 345 6.8 
(b) Major Urban 
Newcastle 7.8 8.1 2,023.8 2,174.8 259 268 3.5 
Wollongong 7.7 8.1 1,801.4 1,954.5 234 241 3.0 
Total Major Urban 15.5 16.2 3,825.2 4,129.3 247 255 3.2 
(c) Country 
Country north 41.4 45.1 9,972.4 11,514.8 241 255 5.8 
Country south 16.7 17.9 3,541.9 4,136.3 212 231 9.0 
Total Country 58.1 63.0 13,513.3 15,651.1 233 248 6.4 
Total NSW 273.7 285.2 81,939.2 90,806.2 299 318 6.4 
(Unallocated by 
Regions 4.1 5.0 1,600.2 2,133.4) 

Note: Totals do not always correspond due to rounding of figures. 


Source: Rental Bond Board statistics. 


Rents and Bonds 


There is little point at this stage in reproducing rent levels from 
the time of the 1981 Census. The latter is more useful for 
comparative analysis between and within tenures and the question of 
the relationship between rent and income as revealed in the Census is 
examined in detail in the next section. It is worth looking at some 
data on rents held by the Rental Bond Board here, however as_ this 
gives us an indication of recent rent trends as well as_ the 
geographical distribution of private renting. 


Table 21 is based on data supplied by the Rental Bond Board and _ shows 
that the bulk of tenancies for which bonds were lodged were in the 
Sydney metropolitan area (200,000). The average bond typically 
represents four weeks' rent. During 1983-84 bonds were highest in the 
northern suburbs indicating average rents just over $100 per week. 
The average bond for the metropolitan area was $345 representing an 
average rent of $86 per week compared to $255 for Newcast1e/Wol longong 
($64 per week) and $248 for country areas ($62 per week). Such 
averages obscure wide variations locally and can only be indicative of 
rents charged on recently let property. Current lettings occur at 
levels above existing bonds hence these data understate actual rents. 
The total of bonds lodged (290,000) is, however, remarkably high. 
These data as well as Census data, incidentally, remind us that rental 
housing is by no means exclusively an inner city phenomenon. It is 
widespread throughout middle and outer suburban Sydney albeit often 
concentrated within particular localities. Troy's (1984) study of the 
particular problems of low income housing in the inner city, whilst a 
salutary reminder of the particularly acute housing problems in that 
area, actually only focused on about 7 per cent of all non-government 
tenants within the metropolitan area. 


Persons in Non-private Dwellings 


The brief indicated that we should give consideration to the effect of 
a wide range of types of housing provision on the 'traditional' rental 
market. It should be clear already that the idea of one traditional 
rental market is a myth. It is still important, however, to consider 
caravans, boarding houses, retirement villages, nursing homes and 
other forms of 'non-private dwellings'. Most mainstream housing 
studies either ignore such forms of provision or put them into the 
"too hard' box. The sheer number of people housed in these forms of 
accommodation, however, is too great to allow them to be overlooked. 
Other forms of provision frequently offer insecure and expensive 
accommodation, poorly located with low levels of amenities. 


It is extremely difficult to get comprehensive and reliable data on 
other forms of provision. Persons in non-private dwellings are 
recorded separately in the Census and are not aggregated into 
households. For most inhabitants of institutions such as_ prisons, 
hospitals or schools this is probably a satisfactory albeit temporary 
definition. For others, particularly inhabitants of caravans, the 1981 
Census definition of non-private dwelling was much less satisfactory 
as the only features differentiating them from households in private 
dwellings were of institutional and legal status. 


National surveys, such as the ABS 1980 Survey of Housing Occupancy and 
Costs, are of most value at aggregate national level dealing with 
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large-scale phenonema. Minority tenures, especially when viewed at 
the state level, cannot adequately be covered due to the type of the 
samples used. Other forms of data can be useful, such as records of 
registration of boarding houses or caravan parks. Even so, there is 
likely to be under-enumeration: a spokesperson for the Property 
Owners' Association estimated that half the boarding houses in the 
Sydney metropolitan area were not registered! Some local studies, 
particularly of caravan dwellings and boarding houses, are extremely 
valuable as they help us better to interpret official statistics. 
They also act as a check on official statistics and again suggest in 
many instances that the 1981 Census actually rather dramatically 
under-enumerated persons in some types of non-private dwellings - 
especially caravans and boarding houses. 


Let us try, then, to piece together what is actually a disparate and 
at times rather contradictory collection of information. The 1981 
Census gives us a starting point. Table 22 shows persons in _ non- 
private dwellings in New South Wales by age and by type of 
accommodation. It is important to re-emphasise that, unlike our 
earlier tables, Table 22 shows persons rather than households. Four 
types of accommodation are of most relevance in this section: caravan 
parks, boarding houses/private hotels, nursing homes and homes for the 
aged. 


Caravans in caravan parks at the time of the 1981 Census housed over 
43,000 people. Some would have been on holiday, others no doubt were 
transient. Most, however, were permanent residents. In some cases, 
particularly coastal areas, caravan dwellers are frequently elderly 
people who have chosen caravans as a retirement option (Tweed Shire 
Council, 1984). In many cases, however, caravan dwellers are forced 
to use caravans either because of seasonal or transient employment. 
Most often, caravans are chosen because of the lack of alternative 
housing options (Kenny and Cox, 1982; Mueller and Collie, 1980; 
Layton, 1983). The local studies show that the Census almost 
certainly under-enumerated permanent caravan dwellers. Many parks are 
not licensed, others often accommodate many more vans than their 
licences allow: Mueller and Collie (1980, p13) cite the case of 
floods which washed away 98 caravans from a riverside park with a 
licensed site capacity of twelve! On balance, taking into account the 
almost certain under-enumeration in the Census, the equally certain 
growth of caravan living since 1981 and the insights derived from 
local studies we estimate that there are at least 80,000 permanent 
caravan dwellers in caravan parks in New South Wales. 


Another 6,600 households were recorded in the 1981 Census living in 
‘caravans, houseboats, etc.'. Local studies suggest that the average 
caravan-dwelling household is about 2.5 persons. On that basis there 
would have been a further 16,500 persons in New South Wales living in 
caravans’ in 1981 giving a net state van population approaching 
100,000. If we apply these assumptions nationally we end up 
estimating that 250,000-300,000 persons are _ permanent’ caravan 
dwellers: about 2 per cent of the Australian population. 


Whereas caravans and mobile homes are almost certainly a growing form 
of housing provision, there is strong evidence to suggest that 
boarding houses/private hostels are in decline. The Census indicated 
that there were 19,000-20,000 residents of boarding houses and hostels 
in New South Wales in 1981. Evidence provided by the New South Wales 
Council of Social Service, local studies (as in Randwick and North 
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Sydney) and Troy's (1984) study of low income housing in the inner 
city emphasise two things. First, as with caravan parks, the 1981 
Census almost certainly under-enumerated both the number_ of 
establishments and also the number of residents of boarding houses and 
hostels. Secondly, many factors have combined to lead to the rapid 
loss of such accommodation. The costs of running boarding houses have 
increased dramatically due both to more rigorous fire and safety 
requirements and to local government decisions to levy commercial 
rather than residential rates. 


TABLE 22: CENSUS DATA ON PERSONS IN NON-PRIVATE DWELLINGS BY AGE 
NEW SOUTH WALES, 1981 ('000s) 


ne — 


Age Total 

Type of 7 

accommodation <14 15-34 35-59 60+ ('000s) 4% 
Hotel /Motel 2.7 13.2 14.3 5.2 35.4 16.7 
Caravan park 8.3 15,1 11.9 8.0 43.4 20.4 
Staff quarters 0.1 11.8 2.4 0.6 14.8 7.0 
Boarding houses and 2.7 7.6 5.6 SS) 19.4 9.1 
private hostels 

Educational 5.2 11.0 0.7 Od 17.1 8.1 
Hospitals 3.1 5.8 5.7 11.2 25.8 12.2 
Nursing homes 0.1 0.5 2.0 25.55 28.1 13.2 
Mental institutions 0.7 2.4 2.1 1.4 6.6 351 
Homes for the aged * . 033 TE) 7.8 3.7 
Other 1.9 5.9 4.2 1.9 13.9 6.5 
Total 24.9 73.4 48.9 65.1 212.3 100.0 


Source: Census, 1981 


Nursing homes and homes for the aged would generally be considered 
outside the private rental sector and their inclusion under 
institutional forms of accommodation would be considered appropriate. 
Two points should be made, however, about these forms of provision. 
Firstly, with the continuing ageing of the population they are likely 
to be a growing area of provision, for long-term accommodation. 
Secondly, again in many cases it is housing that is being provided 
rather than health care. The rights and responsibilities of residents 
and management, therefore, may need to be considered within any 
comprehensive review of government housing policies in New South 
Wales. Retirement villages and other forms of housing provision for 
the elderly, too, will undoubtedly be growth areas during the 1980s 
and 1990s. Many residents in such accommodation, particularly where 
they had fully self-contained units, would have been classified in the 
1981 Census as occupants of private dwellings. Others, particularly 
in serviced accommodation (even in serviced accommodation linked to 
self-contained accommodation), would have been classified as residents 
of non-private dwellings. The classifactory exercises were both 
complex and, inevitably, occasionally somewhat arbitrary in practice. 
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The ABS is aware of many of the problems of definition associated with 
residents of diverse minority forms of provision. None of our 
comments regarding under-enumeration are meant to be _ negative 
criticisms; rather it is essential to recognise the limits that 
inevitably are imposed on any mass census when trying to deal with 
complex minority questions. 


The question of the effect of other forms of housing provision on the 
traditional rental market should be, perhaps, stood on its head! It 
might make more sense in many cases to ask why changes in_ the 
provision and cost of rental accommodation have had effects on other 


forms of provision. This applies particularly to the growth of 
caravan dwelling which is clearly in part at least a response to 
inadequate and expensive supply of other housing. Lodging houses, of 


course, have been with us for many years. They, indeed, are a classic 
form of rental accommodation. The rapid loss of such accommodation 
probably has little effect on other landlord-tenant relations as those 
households (usually individuals) who are displaced often end up on the 
streets or in informal tenancies. New forms of provision for the 
elderly reflect new patterns of demand and in market terms are both 
distinct from and entirely unrelated to the bulk of privately rented 
accommodation. 


In concluding this section we would like to note the importance over 
time of the growth of home ownership. As home ownership has grown, 
frequently supported by government policies and financial assistance, 
the viability of profitable investment in private rental housing via 
rental income has declined. As the sale price of dwellings which are 
currently tenanted is increasingly determined by the owner-occupier 
market, moreover, capital gains rather than rental income must be the 
investor's main objective. As investors compete with home owners, 
however, they may fuel house-price inflation, further increasing the 
discrepancy between price and possible rental income. Such investment 
activity combined with continued support for home ownership means that 
the ‘owner-occupied sector', too, is an important arena for 
speculative investment seeking capital gains. In other words much 
investment may not specifically private rental housing at all - it is 
aimed at securing capital gain. For awhile individual dwellings 
became part of the private rental market in order to realise the 
capital gain. 


Hence we must consider the total operations of the housing market and, 
indeed, of related property, land and finance markets if we are fully 
to comprehend what is happening to the supply of rental accommodation. 
We do that in part in the next section which focuses on trends, issues 
and problems of renting in New South Wales and partly in Section 6 
where Maurie Daly examines wider economic processes. 
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3. TRENDS, ISSUES AND PROBLEMS OF THE TOTAL RENTAL MARKET 


In this Section we are asked to describe the main trends, issues and 
problems. We have to focus on the availability and affordability of 
rental accommodation. These issues were reviewed at the national 
level in the first major AIUS report Affordable and Available Housing: 
The Role of the Private Rental Sector (Paris, 1984, p19-37). Four main 
trends and issues were identified: 


(i) reduced viability of investment leading to very little new 
construction for renting and limited transfer of existing 
dwellings; 


(ii) continuing loss of low-cost rental accommodation; 


(iii) changes overall in the nature of 'private renting’ in terms of 
types of landlords and tenants, and 


(iv) massive problems of tenants’ poverty. 


We believe that these issues are as important, if not more important 
in New South Wales, than nationally. It is not enough just to repeat 
the analysis in our national review, however, as there are specific 
features of private renting in New South Wales which need further 
elaboration. Other data have become available since we did the 
national review and some features of the local situation require some 
qualification of the generalisations in our earlier study. We can 
usefully use the same broad headings, however, as the trends, issues 
and problems add up to a considerable crisis for low income tenants in 
New South Wales. Indeed, there are signs of more general problems 
affecting private renting in the state which suggest that, especially 
for poorer tenants, things could easily get worse rather than better. 


Reduced investment incentives, little addition to the rental stock 

We have already indicated that there are few incentives for the 
construction of new private dwellings to Jet. Better alternative 
investments are available and there are few signs of rent-paying 
capacity increasing to attract new developments. 


The much publicised rent increases of the last few months, low vacancy 
rates and even ‘rental gazumping’ all suggest that demand pressure 
should stimulate new investment. The high cost of new construction and 
the shortage and high cost of sites, however, act as_ deterrents. 
There is also much-suspicion and uncertainty surrounding possible 
increased government intervention. These are serious disincentives to 
new construction. More important, however, is the low rent-paying 
capacity of the bulk of tenants. 


Australia had very high levels of new building of private rental 
housing during the 1960s in comparison with most other advanced 
western societies (see Harloe, 1985). Most of the new construction 
for rental was in the formof flats and units. This type of 
construction was stimulated by the rapid growth of effective demand. 
Young households were forming rapidly, there was a buoyant economy 
with high levels of employment, economic growth and immigration. 
Those circumstances are no longer with us. There is little if any new 
construction of rental accommodation today except for the middle and 
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upper sections of the market and in resource development and resort 
areas. Most flat and unit construction now is intended for sale to 
owner-occupiers. 


During the 1970s there were undoubtedly net additions to the rental 
stock but net additions were probably fewer than additional renting 
households. As Table 4 indicated, there was substantial growth 
between 1976 and 1981 in the absolute numbers of households renting 
in New South Wales. Part of the change may have been due to changing 
census definitions, but it seems reasonable to conclude that the total 
number of tenants increased by something in the order of 60,000-65,000 
households (see also Table 23). It is most unlikely that such an 
increase in the number of tenants was not accompanied by a net 
increase in supply. The data on dwellings actually let or available 
for letting, however, are even less precise than data on households so 
definite conclusions are not possible. Our considered view is that 
there was a net increase in supply of rental accommodation in New 
South Wales. This net increase comprised a growth of about 10,000 
public sector dwellings and about 55,000 in the private sector broadly 
defined. 


It is extremely difficult to talk with any confidence about net change 
in the supply of rental ‘dwellings since 1981. If anything, most 
commentators agree that there probably have been net losses from the 
rental stock since the Census: both through sales to owner-occupiers 
and through the sale of unsold dwellings built between 1979-1981 but 
let temporarily pending sale. There certainly has been growth of some 
other forms of non-owner-occupied housing, especially caravans and 
retirement accommodation. Some of the latter would have been included 
in the overall growth recorded in the Census as tenants -of other 
landlords, other and not elsewhere included. Most flat and unit 
construction since 1981 has not been aimed at the rental market 
although in some cases the lack of buyers has forced developers except 
in resort areas to offer rental accommodation (occasionally in the 
most upmarket developments). 


Other newly available rental accommodation results from investors 
purchasing houses which had previously been owner-occupied or which 
were primarily developed for owner-occupation. The primary investment 
incentives here are capital gains and rental income. This form of 
investment, clearly, does not add to the overall supply of housing. 
Indeed, where such investment competes with owner-occupiers and 
results in letting at relatively high rents there is little obvious 
social benefit. Owner-occupiers are thereby excluded and no low cost 
rental housing is provided. 


Public housing has grown proportionately in New South Wales during the 
last ten years, though expansion was restricted by federal government 
policies between 1976 and 1982. The vast majority of new allocations 
during this period were going to households on low incomes. The 
Housing Commission was clearly providing much needed affordable rental 
accommodation to many of the households in greatest housing need. In 
the year 1982-83, 97 per cent of all allocations were to households 
with incomes below the average weekly earnings. Over 60 per cent of 
allocations were to households with income under half of average 
weekly earnings. Only the most prejudiced commentator could possibly 
claim that incoming tenants were other than in severe housing need. In 
terms of the overall picture, the growth of Housing Commission 
accommodation has not been able to keep up with growing need. 
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Continuing loss of low-cost rental accommodation 


The continuing loss of the cheapest accommodation (lodging houses, 
boarding houses, hostels, etc.) has been documented elsewhere (Troy, 
1984). The New South Wales Council of Social Service and other groups 
concerned with the loss of boarding house and hostel accommodation 
have also made available unpublished studies of the topic. These all 
document considerable loss of accommodation over the last few years. 
It is a subject of great concern also to the Property Owners' 
Association which feels that proprietors of boarding houses and 
hostels are being squeezed out of business by a combination of high 
state government charges and ever-tightening policies and practices of 
local government (particularly the imposition of commercial rating). 
As was discussed in Section 2, it would be necessary to undertake 
extensive and detailed local research to determine precisely what has 
been happening. The net effect, however, is not in dispute: boarding 
house and hostel accommodation is being lost, often at an alarming 
rate. This has put extra pressure on remaining emergency and_ short- 
term housing agencies (both charitable and oevettnant 
-Strata-titling in some areas and of more desirable units continues to 
eat away at part of the previously tenanted stock. The sheer growth 
in number of households seeking accommodation at the bottom end of the 
market, moreover, forces rents up precisely where the need is greatest 
and the problems are most acute. 'Gentrification' in particular, is 
almost a precise reversal of the ‘classic’ mechanism of housing 
markets whereby older dwellings reverted to lower-cost rental housing 
in inner areas. 


The limited availability of low-cost rental accommodation, especially 
contrasted to the desperate need for such accommodation, is reflected 
in extraordinarily low vacancy rates and low rates of new letting. 
Even so, in order to obtain better returns elsewhere many owners want 
to disinvest. 


The only growth of low-cost rental accommodation has been through the 
provision of new dwellings by the Housing Commission and through some 
innovative public schemes such as the Community Tenancy Scheme. Data 
provided by the New South Wales Housing Commission show that its stock 
grew by some 14,000 dwellings between mid-1979 and mid-1984. This 
represented a considerable commitment during a period when, until 
1983, Commonwealth policies did not help the growth of State public 
housing. |The Housing Commission rental stock stood at nearly 88,000 
dwellings in June 1983, not including dwellings owned by other 
government authorities (Department of Housing and Construction, 1984, 
Table 3). This is easily the largest stock of public housing in 
Australia though in proportional terms it is much lower than South 
Australia. Despite the growth of the stock in New South Wales, the 
waiting list grew from 27,000 in 1977 to 51,400 in 1983, partly a 
function of the continuing high number of new applicants. The waiting 
list has also grown in part due to a low vacancy rate. Nearly 9,000 
new allocations were made in 1982-83, of which 1,660 were new lettings 
and 7,160 were vacated dwellings. With a stock of 88,000 dwellings 
the rate at which dwellings fell vacant was 8 per cent, the lowest in 
Australia. This, in turn, meant that New South Wales had the lowest 
ratio. of allocations to its dwelling stock of all public housing 
authorities in Australia. Tenants of the Housing Commission are less 
and less able to move on to home ownership and consequently there is 
less out-mobility. An increasing proportion of public tenants are on 


43 


very low incomes and therefore we should expect even less turnover. 
During 1982-83, as we have already noted, 97 per cent of allocations 
were to households with incomes below average weekly earnings; 60 per 
cent of allocations were to households with incomes below half of 
average weekly earnings. Of the 8,800 allocations, 41 per cent were 
to single parents and 19 per cent were to pensioners without 
dependants. These simple facts must be enough to dispell lingering 
notions that the Housing Commission is housing ‘wealthy’ tenants. The 
analysis of Census data in Section 2, moreover, had shown that there 
were relatively few public tenants in 1981 with high incomes. In most 
cases where public tenants had higher incomes this was due to multiple 
labour force participation; if unmarried children leave _ home, 
moreover, or one partner leaves paid employment, then household 
incomes rapidly fall. 


The most important consequences of growing demand and limited turnover 
have been lengthening waiting times and growing pressure on _ the 
Housing Commission to make ‘special allocations’. The proportions 
both of new tenants and total tenancies in receipt of rental rebates 
has grown considerably and the total rebate cost increased by nearly 
600 per cent between 1977 and 1983. 


The Conmunity Tenancy Scheme (CTS) is still in its infancy. Although 
not without its critics, more experience of the scheme is needed 
before it can be reviewed fairly. It is worth noting, however, that 
the CTS has taken a supply-side approach to helping low income private 
tenants in preference to continued cash assistance with rental 
subsidy. Dwellings are leased, mainly from private owners, and re-let 
to tenants. A newly developed programme of capital purchase and 
construction aims to retain threatened stock, particularly lodging and 
boarding houses. The CTS now houses 2,000 households in 58 schemes 
throughout New South Wales. Over 90 per cent of these households live 
on pensions and benefits only. The vast majority were inadequately 
and expensively housed before getting their CTS tenancy. 


Other low cost options, often poorly documented, have been pursued by 
many households: sharing,’ sub-letting, increasing use of caravans and 
delayed household formation. Homelessness is increasing, especially 
amongst the young (see Hancock and Burke, 1983). 


Changes in the nature of private renting in terms of types of 
landlords and tenants 


We have already shown that the concept of one traditional private 
rental sector is not useful. We have also emphasised’ the 
heterogeneity of private renting and the need to explore differences 
between types of owners and tenants. Such diversity is easy to 
demonstrate in broad terms. It is much more difficult to document 
precisely, and even more difficult to chart accurately any changes 
which are occurring. Even so, discussions with tenants, real estate 
agents and property owners suggest that there are a number of 
important developments which are worth exploring. Similar issues 
were noted in our national review (Paris, 1984) and in Core 
Consultants (1984) study in Victoria. 
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TABLE 23: TENANT HOUSEHOLDS 1976-1981, NEW SOUTH WALES [1] 


a SE 


1976 1981 CHANGE 1976-1981 


All tenures 


as % of 

Public Private All Public Private All Public Private All overall 
Household type tenants tenants tenures tenants tenants tenures tenants tenants tenures change 
(a) Households by Tenure ('000s) (c) Households by Tenure ('000s) 
Head only 17.9 98.2 319.5 21.1 135.0 405.7 3.2 36.8 86.2 51 
Childless couple 12.8 54.7 333.6 13.1 55.5 352.8 0.3 0.8 19.2 11 
Single parent 7.2 13.3 42.8 12.8 20.5 65.0 5.6 7.2 22.2 13 
Couple and child(ren) 29.8 62.1 414.8 29.7 67.9 468.4 -0.1 5.8 53.6 31 
Head and adults 5.5 11.8 75.7 6.6 14.7 80.6 1.1 2.9 4.9 3 
Others 20.4 25.3 305.4 19.9 25.2 289.5 -0.5 -0.1 -15.9 -9 
Total 93.6 265.2 1491.8 103.2 318.8 1662.0 9.6 53.6 170.2 100 
(b) Tenure by Household Type (%) (d) Households by Tenure (%) 
Head only 19 37 21 20 42 24 18 37 27 51 
Childless couple 14 21 22 13 17 ral 2 1 6 11 
Single parent 8 5 3 12 6 4 78 54 52 13 
Couple and child(ren) 32 23 28 29 21 28 * [2] 19 13 31 
Head and adults x) 4 5 6 5 5 20 25 6 3 
Others 22. 10 21 19 8 17 -2 * [2] -5 ~9 
Total 100 100 100 100 100 100 10 20 11 100 


Notes: 1. Sub-totals may not equal totals due to rounding. 
2. * less than 0.49 per cent. 


Source: Census, 1976, 1981. 


Changing patterns of investment 


First, a number of trends appear evident concerning changing patterns 
of investment and ownership. Larger corporate investors are 
increasingly likely to disinvest except from the upper part of the 
Market. During the 1970s there was substantial ‘flat break-up' 
through strata-titling. This led in part to increased owner- 
occupation of units but also to a fragmentation of ownership of blocks 
as individual investors bought one or more (sometimes many more) units 
in various blocks. "Landlords' with direct interest in properties 
often gave way to 'investors' to whom the medium of investment was not 
important and for whom the provision of rental accommodation was an 
incidental feature of the search for capital gains. Many such 
investors now, however, are trying to get out of rental housing. 


Changing patterns of demand 


Secondly, there have been important changes in the pattern of demand. 
Changes in demand both overall] and in its composition may have been 
more important contributory causes of the current rental crisis than 
we had appreciated. A comparison of census data on households and 
tenure in 1976 and 1981 reveals two noteworthy processes: first, 
growth and changes in household composition; secondly, changing net 
migration effects. The changes in household composition by tenure was 
crucial. It is yet again necessary to qualify our comments with the 
observation that the data for all tenures contains a large residual 
element. Even so it is instructive to examine both the absolute 
numbers and proportions of household types who were tenants. 


These data are shown in Table 23. This highlights two things. 
First, private renting in 1976 and 1981 contained disproportionatel y 
high numbers of single people and single parents (and low numbers of 
nuclear families). Secondly, net growth in all households between 
1976 and 1981 comprised extremely varied growth by household type. 
Head only households, particularly important in absolute terms, 
increased by more than a quarter. Single parents were less important 
in absolute terms but their growth was the greatest in proportional 
terms, as they increased by more than half between 1976 and 1981. The 
combined effect of the distribution of household types by tenure and 
differential increase of household types was greatly to increase the 
proportions of households who were most likely to seek accommodation 
in the private rental sector. Single person and single parent 
households between them accounted for almost two-thirds of net 
household increase in New South Wales between 1976 and 1981. In that 
same period they grew from 24 to 28 per cent of all households. The 
net growth of such households in absolute terms overall in New South 
Wales was nearly 110,000. Their net contribution to the growth of 
renting households was nearly 53,000. Head only households were 
mostly in private renting; single parents were increasingly housed by 
the Housing Commission. Part of the growth of single person 
households, of course, is due to increasing numbers of single elderly 
people. Younger singles, however, are much more likely to rent than 
older singles who, most frequently women, are mainly outright owners. 


In the absence of more recent data we cannot be certain whether these 
net trends in household composition have continued, but we cannot 
think of good reasons to suppose that they have reversed. In any 
case, it is clear that by 1981 private tenants were more likely to be 
Single than in 1976 and they were less likely to be nuclear families. 
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If these trends have continued, as seems likely, then continuing 
growth in the absolute numbers of 'renter-prone' households, even 
without disinvestment or the loss of previously existing lower-cost 
supply, will inevitably increase pressure on supply and hence the cost 
of rental accommodation. Any disinvestment and transfer of rental 
stock to owner-occupation exacerbates the effect of growing demand. 
Unless there is a substantial increase in supply, however, the 
problems will inexorably increase. As many of the households involved 
are on low wages or are dependent on pensions and benefits, they will 
be squeezed out by higher income renter households. Pressure on the 
bottom end of the market, the low incomes of many tenants and the lack 
of affordable accommodation will all lead to the growth of sharing and 
‘informal' arrangements. With more and more poor young would-be 
tenants there must be growth in the informal sub sector. 


The importance of migration 


One important factor contributing to changing household compostion has 
been migration. The work of Graeme Hugo and his colleagues at the 
National Institute of Labour Studies (Flinders University) has been 
very useful in chronicling demographic changes in New South Wales. 
The following discussion draws heavily on the work of Hugo (1983a, 
1983b, 1984). He commented (1983b): ‘it is almost impossible to 
overstate the significance of immigration in shaping the postwar 
evolution of the population of Australian cities.’ That statement is 
particularly true when applied to housing. Whereas net migration into 
Australia fell during the mid-1970s it then grew rapidly to a peak of 
122,000 in 1982. By the early 1980s international migration accounted 
for nearly half the overall population growth in Australia. New South 
Wales experienced a very high net migration gain in the 1970s. 
Between 1971 and 1976 net overseas migration contributed 46 per cent 
of population growth in New South Wales. This figure increased to 64 
per cent between 1976 and 1981. 


International migration has to be weighed against internal migration. 
Throughout the 1970s New South Wales experienced net internal 
Migration loss. The rate of such loss, however, was higher in the 
first part of the decade. Between 1971 and 1976 net internal 
Migration loss cancelled 82 per cent of net international migration 
gain. From 1976 to 1981 only 30 per cent of net international gain 
was cancelled by internal loss. In other words, the net migration 
gain in New South Wales (comprising both international and internal 
wgeecton) increased substantially during the late 1970s (Hugo, 
1983a). 


New South Wales overall had a distinctive net migration profile with a 
high concentration of overseas-born young adults, especially New 
Zealanders. In one footnote Hugo revealed that there was almost a 
doubling of New Zealanders in New South Wales between 1976 and 1981. 
The total increased from 36,700 to 67,400, ‘dominantly in the young 
adult age groups' (Hugo, 1983b, p129). There was a significant loss 
of young Australian-born people through internal migration but a large 
gain of young overseas-born. In housing terms the loss of young 
Australian-born people partly reflected newly formed households 
moving from parental homes (thus not creating rental vacancies ). The 
large influx of overseas-born young households, by way of contrast, 
can only have led to a very Substantial increase in demand for private 
rental housing. 
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Migration, of course, should be seen as part of the overall process of 
household change, and not as an additional factor. The combined 
effects of such factors as net migration, changing household formation 
and age-specific demographic changes, however, were all likely to 
increase demand for rental accommodation substantially during the late 
1970s. 


Overall changes in demand 


Data on tenure can only tell us about achieved tenure status and not 
potential demand. Even so, the 1976 and 1981 Censuses help us chart 
some important changes taking place in the late 1970s. Overall, 
tenants were increasingly likely to be single young people, often 
overseas~born, often on low income. Their landlords were diverse, but 
were increasingly less likely to be large companies and more likely to 
be individual investors. There has almost certainly been growth in 
other forms of provision including informal landlords. 


Private rental housing continues to be a major transitional tenure for 
young households and for migrants. Many will undoubtedly go on to 
become owner-occupiers and others will eventually gain access to 
public housing. The assumption that private renting mainly caters for 
the transition from parents' home to home ownership. or for 
geographically mobile households with choice, however, must be 
abandoned. Very substantial numbers of people have little or no 
choice and are ‘trapped’! 


The inflated cost of home ownership in New South Wales (particularly 
in Sydney) and increased waiting times for public housing both imply 
that longer periods will have to be spent even by _ ‘'transitional' 
households in the private rental sector. The large proportion of 
private tenants on very low incomes, moreover, suggests that private 
rental housing is also increasingly a residual tenure for the poor. 
As earlier discussions have shown, and the next part of this section 
reveals, there are different kinds of poor households renting 
privately today than in the 1950s: increasingly the 'new poor' are 
young, single and women (as well as elderly tenants) rather than low- 
income working class families. 


Massive problems of tenants’ poverty 


It has been demonstrated many times that private rental housing costs 
are a major factor impoverishing households which start off as poor 
This was proved in the mid-1970s by the work of the Commission of 
Inquiry into Poverty. It was also discussed in the mid-1970s by the 
Priorities Review Staff (1975) and AIUS (1975). All three bodies 
canvassed policy options and stressed the need for government concern 
and action. 


Incomes dnd rents 


The continuing problem of tenants’ poverty was further illustrated in 
the 1981 census. Table 24 is taken from our national review and shows 
selected household incomes and rents of ‘tenants of other Jandlords' 
in Australia and New South Wales in 1981. The idea for this table 
came from a similar analysis presented by Ronald Henderson in 
Australian Society, September, 1983. The Table shows that in New 
South Wales the poorest renting households paid the largest proportion 
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of income in rent. More than half the households with incomes under 
$115 paid’ over 40 per cent of income in rent. Of households with 
incomes between $119-192 more than 40 per cent paid over 30 per cent 
of income in rent. By way of contrast, of those households with 
incomes between $422-459, only 11 per cent paid over 20 per cent of 
income in rent. This is illustrated in Figure 3. Having analysed 
rent as a proportion of income for all households it is important to 
ask what types of household were most affected by high rent-to-income 
payments. 


FIGURE 3: PRIVATE TENANTS PAYING ABOVE 26 PER CENT OF HOUSEHOLD INCOME 
IN RENT, 1981 nee 
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TABLE 24: SELECTED HOUSEHOLD INCOMES AND RENTS OF PRIVATE TENANTS, AUSTRALIA AND NEW SOUTH WALES, 1981 


Households Australia Households New South Wales 
Weekly Weekly Rent as 7 

income rent percentage Total % of % of Total % of % of 

($) ($) of income [3] ('000s) group total ('000s) group total 
(i) <115 20-39 17 48.8 38 13.2 30 
40-59 35 38.1 30 13.2 30 
' 60+ 52 18.2 14 9.8 23 

All households <115 128.4 100 17 43.4 100 15 
(ii) 116-192 40-59 21 44,9 40 14.3 37 
60-79 31 18.7 17 9.8 25 
80+ 42 7.3 7 3.3 11 

All households 116-192 111.4 100 144 38.7 100 14 
(iii) 193-288 60-79 21 40.8 22 21.4 31 
80-99 28 11.0 6 7.3 11 
100+ 35 6.4 3 3.3 5 

All households 193-288 187.6 24 24 68.9 100 24 
(iv) 289-423 60-79 14 41.3 27 20.0 35 
80-99 19 13.8 9 9.1 16 
100+ 24 8.0 5 4.7 8 

All households 289-423 152.2 100 20 57.4 100 23 
(v) 424-499 80-99 16 8.3 11 5.8 20 
100+ 20 5.2 7 3.3 11 

All households 424-499 75.3 100 10 29.6 100 10 
(vi) 500+ 80-99 na 18.5 16 11.3 23 
100+ na 19.2 16 12.4 25 

All households 500+ 118.9 100 15 48.9 100 17 

All households 773.7 - 100 286.9 - 100 


Notes: 1. ‘Private tenants’ comprise tenants paying rent to ‘other landlords’ but exclude tenants of 
‘other government authorities. 

2. Totals include only those households which stated tenure, income and rent. 

3. These calculations massively understate rents to incomes as they are based on the maximum 
income and lowest rent in each cell, i.e. for households incomes of less than $115 paying at 
least $20 the percentage is 17; maximum figures cannot be given on this basis for incomes 
of $500 plus but we see that 84 per cent of all households with incomes of at least $500 
paid less than 20 per cent in rent (58 per cent paid less than 16 per cent). Most households 
in each cell have less than maximum income and pay more than minimum rent: a household with 
income of $100 paying rent of $35 has rent/income ratio of 35 per cent but is in the 17 per 
cent cell. 


Source: Census, 1981 


Using 1981 total Census data we compared household income with 
household type to isolate those private tenants in New South Wales 
paying over a quarter of household income in rent. The results are 
displayed in Table 25. These figures rather understate the problem as 
they only show households which gave rent and income data: an absence 
of either meant that households had to be excluded from the analysis. 


About 90,000 households were paying.more than a quarter of household 
income in rent in 1981. The largest group numerically were single 
person households, which accounted for half of all households paying 
over a quarter of household income in rent. The next largest 
household types numerically were head, spouse and children (16,400), 
head and child(ren) (12,500) and head and spouse (10,400). Small 
minorities comprised head and adults (2,900) and head, spouse, adults 
and children (2,300). In absolute terms, then, high rent-to-household 
income ratios were most often found in single households, couples 
(especially with children) and single parents. 


TABLE 25: HOUSEHOLD TYPE AND RENT EXCEEDING 26 PER CENT OF HOUSEHOLD INCOME, PRIVATE TENANTS, 
NEW SOUTH WALES, 1981 


Households % of this % of all 
whose rent household type households Household type 
exceeds 26% of whose rent whose rent as % of all 
household exceeds 26% of exceeds 26% of household types 
income household household in private 
Household type (‘000s) income income rental sector 
Head only 44.3 34 49 45 
Head and children 12.5 67 14 7 
Head and spouse 10.4 21 12 17 
Head, spouse and children 16.4 29 18 20 
Head and adults 3.9 23 4 6 
Head, spouse, adults and children 2.3 14 3 6 
Hepp pm ce pe 
Total 89.8 31 100 100 
n = 287,000 


Source: Census, 1981; Paris, 1984, (Table 9, p27). 


Household types and affordability 


Absolute numbers, however, only tell part of the story. We also need 
to look at the relative frequency of high rent payments. Column two 
of Table 25 shows the proportion of each household type which was 
paying more than a quarter of household income in rent. Single 
parents, most of whom were women, stood out sharply: two-thirds of 
this household type were paying more than a quarter of income in rent. 
The next most important group in relative terms was single people. 
About one-third of single people renting privately paid over a quarter 
of income in rent and about 30 per cent of nuclear families (head, 
spouse and children); the proportions of other household types ranged 
from 14 to 23 per cent. 


Another way of assessing the distribution of high rent-to-income 
ratios is to compare the proportion of household types paying over a 
quarter of household income in rent with the overall distribution of 
household types. Column three of Table 25 isolates those households 
in New South Wales which were paying over a quarter of household 
income in rent in 1981 - about 90,000 households. The total is then 
sub-divided to show what proportion of high rent payers are in each 
household type. In other words it combines absolute numbers and 
relative frequency displayed in columns one and two. Column three 
shows that about half of the households paying over a quarter of 
income in rent were single people. Couples, single parents and 
couples with children ranged between 12 and 18 per cent; head and 
adults and couples, adults and children both were very low, around 3 
or 4 per cent. 


We can now compare column three with column four which shows’ the 
overall proportions of household types represented in the census 
‘tenants of other landlords' category in New South Wales. The 
comparison indicates which household types were disproportionately 
likely to be paying over a quarter of household income in rent. 
Single parents stand out again as the group represented twice as much 
in column three as in column four. Single people formed a_ slightly 
higher proportion of high rent payers than’ their overall 
representation. Other household types were much less likely to be 
paying over a quarter of household income in rent. 


Qverall, then, Table 25 shows that the household types most often 
disadvantaged by rental payments were single parents, single person 
households and head, spouse and children. Whereas single people will 
only exceptionally have financial responsibility for others, the data 
clearly indicates that the income available for child-rearing and 
other domestic requirements of single parents and nuclear families is 
most often reduced by rental payments. 


Comparisons between tenants and owners reveal that tenants have lower 
disposable incomes and, obviously, are not aquiring a capital asset. 
Poor elderly tenants are probably most impoverished of all by tenure 
(with the exception of those fortunate enough to have protected 
tenancies in New South Wales). Few poor tenants can escape from the 
treadmill] despite rent levels not being high enough to attract 
investment for new rental construction. 


Comparing Sydney and Melbourne 


In concluding this section it is worth asking whether the situation in 
New South Wales was worse than in other states. This question has 
been answered in part at least by Henderson and Hough (1984) who did 
an analysis of household income statistics provided by the ABS for 
Sydney and Melbourne. They sought to determine whether housing costs 
caused more poverty in Sydney than elsewhere. They showed yet again 
that private tenants were most disadvantaged by tenure. Of major 
concern for New South Wales, however, was their conclusion that the 
situation of private tenants was significantly worse in Sydney than in 
Melbourne. As other studies have shown, single parent families were 
the most severely disadvantaged. We can do no better than quote from 
some of their conclusions: 
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The long-term consequences of allowing so many children in 
single-parent families to be brought up in deep poverty do not 
seem to have been grasped by the Australian public or Australian 
governments ... 


The poverty in Sydney should also make us look critically at the 
"trickle down' thesis now popular with the Hawke Government and 
the ACTU. It runs as follows: ‘Let us concentrate on achieving 
rapid growth in the economy and good wages for those in 
employment; this will trickle down to all those not at work, the 
aged, single mothers, the disabled and the unemployed'. But what 
has actually happened is that in the richest city in Australia 
high incomes and capital gains have so driven up house prices and 
rents in the private tenancy market that low income earners, and 
especially pensioners and beneficiaries are much worse off than 
elsewhere (Henderson and Hough, 1984, p8). 


TABLE 26: MRRS EXPENDITURE ON ASSISTANCE TO TENANTS BY REGION (AND 
HOUSEHOLDS ASSISTED) FINANCIAL YEAR 1983/84 


Proportion 

Total of NSW Budget 

Number expendi ture expenditure 1984/85 

Region assisted ($000) by region (‘000s) [2] 
Central metro 7,653 1,667.5 26.0 1,058.3 
S.W. metro 2,657 622.6 9.7 318.8 
N.W. metro 3,374 687.1 10.7 484.5 
N.E. metro 3,205 717.1 11.2 582.3 
Hunter 2,798 709.6 11.0 476.0 
T]1 Tawarra 3,958 711.2 11,1 484.5 
North Coast 2,956 391.4 6.1 255.0 
New England 1,203 193.2 3.0 119.0 
Western 2,158 427.1 6.7 246.5 
Riverina 1,670 291.5 4.5 225.3 
All NSW 31,632 6,418.2 [1] 100.0 4,250.0 


Notes: 1. Total expenditure is net of $585,255 paid in bond assistance 
but recovered from the Rental Bond Board. 
2. Funds available to clients. 


Source: Department of Youth and Community Services. 


TABLE 27: TYPES OF MRRS EXPENDITURE ON ASSISTANCE TO TENANTS BY REGION (2) 


em 


Advance Temporary Energy 
Region Rent Arrears accommodation Bonds Removals connection Total 


Central metro 20.3 9.7 3.3 33.7 10.8 22.2 100 
S.W. metro 17.6 11.7 0.9 35.5 13.8 20.5 100 
N.W. metro 19.5 13.2 ~ 4.1 40.5 13.5 9.2 100 
N.E. metro 26.9 10.9 2.0 44.8 11.9 3.5 100 
Hunter 27.4 14.2 0.4 37.8 10.4 9.8 100 
T1) lawarra 25.0 8.2 1.5 34.7 15.9 14.7 100 
North Coast 22.5 10.5 2.1 38.0 13.7 13.2 100 
New England 24.3 6.5 2.1 19.2 24.8 23.1 100 
Western 21.1 7.4 3.3 24.7 19.3 24.2 100 
Riverina 25.2 9.4 1.8 30.1 17.2 16.3 100 
se 
All NSW 20.7 9.6 2.2 40.8 12.3 14.4 100 


Evidence from the Mortgage and Rent Relief Scheme 


The critical problems facing pensioners and beneficiaries have been 
highlighted in New South Wales by participation in the national 
Mortgage and Rent Relief Scheme (MRRS). The 'rent relief’ element of 
this scheme is managed by the Department of Youth and Community 
Affairs (YACS). It has concentrated on emergency aid rather’ than 
giving continuing rent support. During 1983-84, 40 per cent of 
expenditure was on bond assistance and 21 per cent of expenditure on 
advance rent. Setting-up costs for poorer tenants are prohibitive. 
As Table 21 has shown, the average bond in the metropolitan area was 
nearly $350; add the same for a months’ rent in advance plus removal 
costs and  settling-in costs, possibly including electricity 
reconnection: you do not get much change out of $1,000. Tables 26 
and 27 show that that need was widely distributed throughout the 
State. Patterns of expenditure varied but we do not know whether that 
reflected varying need or different local management interpretations 
(or a combination of both). Studies by YACS have shown that the vast 
majority of MRRS recipients have been pensioners and beneficiaries. 
The allocation for 1984-85 is down from that for 1983-84 and _ the 
Scheme is due to end next year. It has confirmed the massive need 
amongst poor tenants but has only been able to help a small minority 
of those in need. 


The problems are massive, acute, persistent and, so far, largely 


ignored. This leads directly to the question of government policies 
and their effects on private renting. 
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4. GOVERNMENT POLICIES AND PRIVATE RENTING 


The project brief instructed us to make a statement on government 
policies and their effects on private renting in New South Wales. We 
had to canvass all three levels of government: federal, state and 
local. 


The question of government policies and their effect is complex. It 
would be fairly easy to list all policies which were specifically 
aimed at private renting. This, however, would produce only a very 
short list and would exclude most of the policies which have had the 
greatest impact. It would make more sense to list all of the policies 
which have had effects on private renting both intentionally and 
unintentionally. That would give us a much longer list, although 
there may be some disagreement over whether or not to include some 
policies. We definitely run into controversy, however, when we try to 
say what effect various policies have had, as there is disagreement 
both over the facts of the matter and over the significance of 
policies. Finally, we are certain to find differences of opinion 
concerning the question of what effects government policies should 
have. 


We have not been asked to examine policy options. The focus of the 
Section is therefore on past and present policies, though it is 
considered unreasonable for us to attempt evaluation of policies which 
are still in their infancy (for example, the local government and 
community housing programme.) This Section deals in turn with 
federal, state and local government policies. These had been examined 
in our national review (Paris, 1984, pp52-65) and we shall draw on 
that review here. One of the conclusions regarding government 
policies in general is worth repeating, namely that ‘most government 
policies affecting private renting have done so indirectly and, toa 
large extent, unintentionally’ (ibid, p64). This observation helps to 
explain some of the problems involved in penetrating the cross- 
currents of opinion surrounding this topic. It may also be the case, 
however, that the controversial nature of the topic may have been a 
contributory factor in continual government neglect and relegation to 
the 'too hard' box. 


Commonwealth Policies and Private Renting 


Commonwealth policies rarely have been developed specifically for 
private renting. Some of the policies which have had most effect have 
never been seen generally as ‘housing' policies at all. These are 
discussed at length in our national review (Paris 1984, pp53-60); we 
shall pick out the main points and conclusions here and indicate only 
features of particular significance for New South Wales. 


Four main policy areas can be identified: (i) housing; (ii) income; 
(iii) taxation; and, (iv) social and economic policies. 


Commonwealth housing policies 
Housing policies have mainly sponsored home ownership and assisted the 
development of public rental housing. The importance of Commonwealth 


policies in assisting the growth of home ownership is well documented 
and does not need repeating here (see, in particular, Kemeny, 1984; 
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Neutze, 1978). The combined effect of these policies since the second 
world war has been to influence a major reorganisation of the entire 
Australian housing system and hence of the nature and place of private 
renting within it. 


Home ownership grew continuously until the mid-1960s but has more-or- 
less stabilised housing around two-thirds of all Australian households 
since then. As we showed earlier, however, apparent overall stability 
may obscure internal changes in terms of household type, age, outright 
compared to mortgaged home ownership, geographical variation and so 
on. Even so, the advantaged status of home ownership has ensured that 
it is the most desired tenure form, hence few who can afford to buy do 
not do so sooner or later. 


Public housing authorities have been responsible for about 10 per cent 
of post war construction. As a result of sales policies, however, 
public housing accounted for 5 to 6 per cent of the total stock 
during the 1970s. The extent and nature of public housing activities 
has always varied considerably between states. Public housing has had 
the indirect effect of replacing parts of the private rental sector 
especially for low income nuclear families. 


There were no explicit Commonwealth policies for private rental 
housing during the 1960s and 1970s. Instead it was assumed that 
households would move through private renting into home ownership or 
public renting. By the early 1970s some commentators were concerned 
that this approach was inadequate. In particular the Commission of 
Inquiry into Poverty (Henderson, 1975) had emphasised the problem of 
poverty amongst private tenants. The Whitlam government initiated an 
overall review of housing policy which was published as a report of 
the Priorities Review Staff (1975). This contained a perceptive and 
critical contribution from Mendelsohn who referred to an ‘emerging 
rental crisis’. Other commentators stressed the need for reform, 
especially AIUS (1975). These warnings were ignored by the incoming 
Fraser government which focused its attention on continued support for 
home ownership. Funding for public housing was substantially reduced _ 
during the late 1970s (Carter, 1983); public housing completions fell 
and waiting lists grew rapidly. This meant that private renting was 
the only option open to many poorer families in the late 1970s, who 
were ‘effectively discriminated against by the present home ownership 
policies’ (Neutze, 1978, p1l14). 


One recent Commonwealth policy innovation has been the Mortgage and 
Rent Relief Scheme (MRRS). This was introduced during the 1982-83 
financial year by the Fraser coalition government. Initially 
establibshed for three years it offered the States $20 million 
annually on a dollar-for-dollar basis to provide relief to low-income 
mortgaged home purchasers and private tenants. States were free to 
decide how best to use the funds though no less than 25 per cent was 
to be allocated to either of the two main components: mortgage relief 
and assistance to private tenants. All states now operate the scheme 
although Queensland initially refused to participate. The main 
effects of the MRRS have been, firstly, to give aid to a large number 
of struggling tenants and, secondly, to expose wider problems of 
income support and housing availability (see Bethune 1985; Carter 
1985). Our national review concluded that the MRRS marginally had 
made private renting more affordable for many poor tenants and 
incidentally had encouraged many to apply for public housing. 
However, it could only act as a short-term measure and it raised as 


56 


Many problems as it solved. It seems to be of most use in the less 
tight housing markets and to bemost easily managed when very 
carefully targetted (Bethune 1985; Carter 1985). 


Current Commonwealth policies still favour home ownership though the 
government has a commitment to tenure neutrality and to a major 
expansion of public housing. Substantially increased funding for 
public housing has enabled state housing authorities to increase rates 
of construction. Current and planned expenditure are clearly 
insufficient, however, to honour the manifesto promise to double the 
198) of public housing within ten years of coming to office (Bethune, 
1985). 


Commonwealth income support policies 


Income policies rarely focus on private renting, though supplementary 
assistance is paid to various pensioners and beneficiaries who rent 
privately. This has been raised from $10 to $15 per week by the ALP 
Commonwealth government. More generally, however, the low levels of 
pensions and benefits, even including this supplement, ensure that 
recipients have great difficulty competing for housing and that their 
housing costs consume disproportionately large amounts of their 
income. Field (1983) proved this beyond any reasonable doubt in 1983 
but no major policy developments have happened since. 


Low incomes, therefore, limit the rent-paying capacity of many 
tenants, especially pensioners and_ beneficiaries who are 
disproportionately women. This has had important consequences for 
private renting in terms of effecting the rent-paying capacity of a 
significant minority of tenants and potential tenants. 


Taxation policies 


Taxation policies have been extremely important though their effects 
are rarely publicised and are often not well understood. Many 
expenses can be tax-deducted against both rental and other income. 
Mortgage interest, rates, furniture and fittings, management expenses, 
repairs and redecoration all may be offset against rental income as 
tax deductions. This means that it is possible for taxpayers in the 
higher brackets to manage their investment in property to ensure that 
it provides a net tax deduction whilst at the same time providing them 
eventually with an untaxed capital gain. Our considered opinion is 
that this type of investor accounts for something like 75,000-100,000 
rental dwellings in New South Wales: this, however, is as much a 
guess as an estimate! 


Investment which has a low capital-to-borrowing ratio and relatively 
high tax-deductable interest payments jis termed '‘'highly-geared'. 
Rental income may be much less important than individuals’ overall 
position regarding various forms of income and taxation. Hence some 
investors continually buy and sell: they sell properties where they 
have required a _ substantial equity in order to refinance with low 
deposits and high borrowing. At times this can be risky, particularly 
if expected capital gains do not materialise and if the cost of 
servicing loans becomes prohibitive. The point to make here, perhaps, 
is that taxation systems have encouraged speculative investment aimed 
at tax-deductability of income and the search for untaxed capital 
gain. The threat of a capital gains tax has undoubtedly slowed down 
this kind of investment and made it more difficult for some investors 
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to realise anticipated capital gains, especially in flat blocks and 
rental units. 


Many investors and real estate agents, however, take a contrary view 
to that expressed above. They argue that income tax and other 
deductions such as land tax have made investment in rental housing so 
unattractive that there will be more disinvestment in the future 
rather than less. They also argue that capital gains tax and 
landlord-tenant reform will ensure that many investors leave the 
market. 


The general point which may be less contentious, however, jis_ this: 
the taxation system has a major effect on who is interested in buying 
and selling property, what kinds of properties they are buying and 
selling, and, indeed, whether or not individuals chose to invest in 
rental housing at all. Changes in tax laws and assessments can have a 
major impact on the investment (and disinvestment) decisions of 
property owners. The different taxation circumstances of different 
individuals and corporations, moreover, ensures that they are affected 
in diverse ways by the existing system and that their responses to 
change in the taxation system, too, would be variable. 


Social and economic policies 


Social and economic policies of all kinds have had important effects 
on private renting. The various macro-economic policies of government 
have strongly influenced the whole economic context within which 
investment takes place. Indeed, as Maurie Daly argues in the next 
section, recent macro-economic changes can have fundamental effects on 
property investment in general and housing in particular. 


As we demonstrated in Section 2, both the rates and levels of 
immigration can have amajor effect on private renting. If all 
immigration were to cease then this would rapidly reduce demand for 
private rental housing. On the other hand this would almost certainly 
lead to disinvestment (mainly to owner-occupiers). The net result 
would not necessarily be any better for poorer private tenants, 
indeed, it could be far worse for them. There can be little doubt, 
however, that the high level of immigration during the late 1970s and 
early 1980s has been an important factor in stimulating demand and 
competition for private rental housing. 


State Government Policies and Private Renting 


We can identify three main areas state government policy which have 
affected private renting: (i) housings (ii) landlord-tenant relations; 
and, (iii) planning and environmental policies. 


State housing policies 


The housing policies of New South Wales state governments until 
recently mainly have been the preserve of the Housing Commission. Its 
activities generally have had an indirect effect on private renting 
through the provision of secure long-term accommodation for tenants 
moving from the private sector. Where the Housing Commission has 
acted as an urban renewal agency it has removed some private rental 
accommodation but more than compensated numerically through new 
provision. In some cases, though, this has meant that different kinds 
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of households were affected in different ways as the households who 
were in or would have gone into the private accommodation were not 
eligible for rehousing by the Housing Commission. In some cases, too, 
the new provision was in the form of flat blocks which may have been 
less suited to many nuclear families. 


It is clearly the case that the Housing Commission has been helping 
particularly needy households during recent years. Growing waiting 
lists and falling vacancies, however, indicate that the Housing 
Commission still has a considerable task ahead of it. 


Various state policies and practices have assisted lower-income 
households into home ownership. The Land Commission’ clearly has 
played an important role in this process. Assistance to home owners, 
again, helps to reduce demand for private rental accommodation. The 
great costs of entry into home ownership, however, mean that this 
cannot provide major relief for the problems of poorer private tenants. 


Recent initiatives such as spot-purchasing by the Housing Commission 
and the Community Tenancy Scheme, too, are undoubtedly having at least 
marginal effects on private renting. Both can be seen as ways of 
reducing the loss of rental accommodation even though spot-purchasing 
involves tenure change. It is difficult fully to evaluate the effect 
of the local operation of the Mortgage and Rent Relief Scheme (MRRS). 
It has undoubtedly helped many poorer households both get into and 
stay in rental housing. Most recipients of aid have been pensioners 
and beneficiaries. We might conclude that the scheme has_ helped 
recipients to cope with an extraordinarily tight market but due to 
their generally low incomes the MRRS has done little or nothing to 
inflate rents. 


Landlord-tenant law 


State policies concerning landlord-tenant relations are inevitably a 
controversial item on any agenda about private rental housing. The 
Landlord and Tenant Act (Amendment) Act 1948 (LTAAA 1948) has been a 
major source of disagreement between various parties interested in 
private renting. Some 20,000-25,000 tenancies are controlled or 
protected under this Act, mainly in inner Sydney. Premises become de- 
controlled as tenants leave (or die) though 'new' protected tenancies 
can still be created in some older properties. The main effect of 
this Act has been almost to fossilise one part of the private housing 
rental market. Landlords have had no incentives to do repairs or 
maintenance and tenants have had extremely privileged low rent levels. 
Owners, moreover, have been unable to sell except at a major discount. 
On equity grounds there does not appear to be a strong case for 
arguing that those particular landlords should be required’ to 
subsidise their tenants (some of whom do not need any subsidy). Where 
the tenants are poor and old, as is most often the case, they may well 
require public assistance but if this is seen to be the case then 
surely the public purse should foot the bill. 


More generally there has not been any major ‘'consumer-protection' 
landlord-tenant reform in New South Wales. We are not at all 
convinced that such legislation in itself would be a major cause 
either of disinvestment or disincentive to new development. There has 
been legislative reform in South Australia, Victoria and Queensland. 
All three states have rather different housing systems, but it is not 
apparent that their reforms have led to greater disinvestment or 
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disincentives to construction than has been the case in New South 
Wales. Opinions in South Australia and Victoria are divided. Some 
property owners have argued that they want to sell but are unable to 
disinvest at prices that are needed to justify their former 
investments. There is certainly little evidence of investors flocking 
out of Victoria into New South Wales. On the other hand there is 
little evidence of much new investment and severe rental crises exist 
in both Adelaide and Melbourne. 


On balance, then, the absence of reform has meant that there has been 
a less regulated market in New South Wales. This has almost certainly 
involved less security and greater problems for tenants without 
noticeably stimulating more provision. If anything problems of 
affordability and availability are greater in Sydney than in Melbourne 
and Adelaide even without corresponding landlord-tenant reform. 


The Landlord and Tenant (Rental Bonds) Act 1977 has been of major 
importance in regulating some aspects of landlord-tenant relations in 
New South Wales. There appears to be a very high rate of lodgement of 
bonds and the system seems to work smoothly and efficiently. The 
Rental Bond Board has been criticised for appropriating the interest 
earned on tenants' bonds. In response to such criticism it is argued 
that at least tenants can now be sure to have their bond returned 
whereas this had not been previously the case. The interest income 
has funded the Rental Bond Board's activities, including aid to low- 
income home owners and the provision of some rental accommodation. It 
also funds advice services, available both to tenants and landlords. 
It has been considered administratively expensive and inefficient. to 
try to calculate the interest payable on tenants’ bonds and this jis 
almost certainly true in most cases of short tenancies. As the amount 
of bonds required increases with inflation, however, it might be 
considered that longer-term private tenants might be entitled to some 
interest repayment. 


Planning and environmental policies 


Planning and environmental policies mainly have had negative or 
indirect effects on private renting. Land supply has been identified 
as a major problem restricting development as have development control 
restrictions. State governments have done little to counter 
restrictive zoning policies of local government authorities. One 
recent planning and environmental initiative has sought to restrict 
the strata-titling and sub-division of residential flat blocks. The 
aim of this measure (State Environmental Planning Policy No. 10) was 
to limit the loss of rental accommodation. The view was taken that 
strata-titling had led to more owner-occupation of units and 
encouraged the sale of rental units. This measure is strongly opposed 
by the Real Estate Institute and the Property Owners' Association both 
of which argue that the policy discourages good management, repairs 
and renovations. Whilst the policy may help keep some units in’ the 
rental stock, on balance it is also likely to ensure that those units 
remain low cost because they may well deteriorate rather rapidly. 
That was not the intention of the measure but in practice it may be 
the outcome. 


Other state government policies 
A number of other state government policies must be mentioned, 
particularly the ways in which state taxes affect the overall cost 
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structure of private rental housing. Land tax in particular is 
considered punitive by investors and agents though in practice this 
tax is probably passed on to the tenants. The cost of installing 
equipment to comply with fire regulations is a major concern to 
boarding house proprietors. State policies on caravans are not yet 
facing up to the realities of the situation. It is still supposed 
that caravans are not a permanent form of tenure: such legal fictions 
do little to resolve the real and pressing problems of caravan 
residents, caravan park proprietors and, indeed, of local government 
authorities which are placed in a very difficult position. When we 
discuss these 'grey areas’ of policy relating to private renting, we 
are very much in the realm of 'non-policy'. There is clearly a great 
need for major policy development relating to boarding houses, 
caravans, retirement accommodation and so.on. They are all areas of 
rapid change much of which takes place in the interstices between out- 
dated and often irrelevant legislation. 


Local Government and Private Renting 


Local government authorities have had very important effects on 
private renting both indirectly and directly. By indirect effects we 
are referring to policies and practices which allowed the development 
of multi-unit blocks in some local government areas. The new forms of 
flat-block construction, especially during the 1960s, were permitted 
in some local government areas much more frequently than in others. 
During the 1970s some councils which had permitted  flat-block 
construction decided that it was time to call a halt within their 
jurisdiction. The net effect today is one of a_ particular 
geographical distribution of units reflecting in large part those 
councils with the less restrictive approaches in the past. Few 
councils at present are prepared to allow high density flat-block 
development of the type permitted in the past. This inevitably raises 
costs if development has to be at higher standards and can thus act as 
a major disincentive to developers contemplating new constructions. 


Local government policies on high density unit development have been 
of importance most often in inner-middle metropolitan suburbs. The 
question is also of considerable importance in Queanbeyan where a 
large high-density private rental housing sector grew up mainly to 
house Canberra workers excluded from the ACT by planning policies 
restricting the development of flats. Changing policies in Queanbeyan 
which have restricted further development, however, have put some 
pressure back on the ACT. Very low vacancy rates and extremely high 
rents characterise Canberra's small private rental sector: in the 
past the ACT has exported its housing problems ‘over the border’ and 
this in turn has led to the current rental crisis in Queanbeyan. 


Other local government policies, particularly concerning rates 
(whether boarding houses are rated as residential or commercial 
establishments) and caravan parks have crucial effects at the local 
level. We need much better knowledge of these policies and their 
effects both locally and, in combination, on the state overall. 


The Combined Effect of Government Policies 
This Section has drawn extensively on our national study and it is 


gratifying to note that we do not need to revise our conclusions 
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substantially when focusing on New South Wales. The following 
conclusions regarding government and private renting are based on the 
conclusions to our national study and modified to reflect the 
circumstances obtaining in New South Wales. 


First, we can conclude that the policies of Commonwealth and state 
governments in New South Wales have in the past mainly affected 
private renting indirectly and unintentionally. State governments 
until recently have not devised specific policies and programmes 
relating to private rental housing. The complexity and diversity of 
the residual parts of the housing market have not been appreciated or 
confronted. 


Effects of policies on poor tenants 


During the 1970s the combination of (a) continuing support for owner- 
occupation, during recessionary conditions of decline in real wages 
and increasing unemployment, and (b) the reduction of support for 
public housing, ensured greater reliance, by the poor, on private 
renting. This could not be accompanied by an increase in purchasing 
power; there was thus little scope for attractive investment. In 
other words, policies and non-policies, combined with market forces, 
ensured greater dependency of the poor on private renting. This has 
tended to make such investment riskier and less_ attractive. 
Conversely, other groups (especially sharing singles) offered better 
rent-paying capacity and security which, while ensuring viability of 
some parts of the sector, further competed with the poor. Hence, 
owners and property managers had greater incentives to exclude poor 
tenants to maintain the viability of their investment. There was thus 
greater pressure on poor tenants to spend a growing proportion of 
their income on rent. 


Effects of policies on investment 


The viability of investment (which affects availability) was 
Maintained, for houses, by government policies which assisted the 
growth of house prices, but threatened by fears of capital gains tax 
and, more recently, by questioning tax-deductability. Different kinds 
of investors were affected in different ways. The availability of 
other investment opportunities after 1978-79 has attracted much 
‘speculative’ investment out of housing though house price increases 
will attract some back. Unless there is an indication of very strong 
demand and rent-paying capacity there is little prospect of new rental 
developments. ‘Good’ tenants, however, can usually buy though they 
May have to put off purchase longer in New South Wales than elsewhere 
due to high costs. Poor tenants cannot afford rent levels that would 
make new construction viable. Private investment is most unlikely to 
make more rental accommodation available to poor households. 


Affordability has been affected crucially by recession and greater 
disparities between rich and poor. Incomes of the poor, especially 
those not earning wages or salaries, have fallen even further behind 
rents. Massive subsidies would be needed to improve their position 
and unless very carefully targetted, these could mostly/all go to 
landlords. As short-term relief of desperate hardship, rental support 
and bond assistance have been and are valuable. As long-term policies 
they are hopeless. The exceptionally high cost of land in Sydney has 
excerbated these problems. 
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Where New South Wales governments have channelled extra support to 
home ownership (whether through the work of the Land Commission or 
through cheap home loans subsidised by the Rental Bond Board) then 
this opens wider the gap between poor tenants and owners. The 
imposition of land tax, which is almost certainly passed on in part to 
tenants, further fuels housing costs. Rental Bond Board activity, it 
is claimed by tenants, may have had the effect of intensifying the 
practice of asking for bonds worth four weeks rent thus raising 
average tenancy establishment costs. The Board, whilst disputing 
whether this is true, usually assumes that bonds do equal four weeks 
rent. The development of the Community Tenancy Scheme, whilst not 
without its critics, is one local initiative trying to face up to this 
problem: jit is too soon, however, to attempt a definite review of 
this scheme. The continuing concern of the Housing Commission to 
increase its stock has so far not been able to keep up with rapidly 
growing need. 


Both state governments and local government authorities have had 
mainly negative effects on private renting. Landlord-tenant law is 
now rather dated and derives from the circumstances obtaining within 
entirely different housing markets within a different society. If the 
equity case for reform is accepted then the possible market reaction 
should not be in itself sufficient justification for inaction - rather 
jt should lead to other, additional, reforms. 


Policies for the ‘too hard' parts of the private rental sector have 
developed in ad-hoc and unsatisfactory ways, especially regarding 
boarding houses, caravan parks and new forms of provision for the 
elderly. "Non-policies' have frequently turned blind eyes to rapidly 
changing and at times extremely unsatisfactory circumstances. As 
at the national level, there is evidence of the need for better 
intergovernmental relations. The absence of better co-operation in 
the past almost certainly has contributed to the continuing failure to 
address positively the problems of private renting. Where there are 
fundamentally different aims and objectives, however, it might be the 
responsibility of the state government to intervene and initiate 
reform. 
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5. MACRO-ECONOMIC PROCESSES AND THE NEW SOUTH WALES PROPERTY MARKETS 


Qver the past decade property markets in New South Wales have been 
affected by two broad sets of macro-economic forces. The first is the 
internationalisation of production processes and the _ parallel 
transformation of the world's capital market. The second (and related) 
factor has been the effect of cyclical swings in the property market; 
these swings have always affected the market but their influence has 
been magnified over the past two decades. Several things have resulted 
from the interaction of these forces: 


» a national real estate market has been created with sharp 
swings of investment from city to city, and from sector to 
sector; 


international flows of money have become much’ more 
significant; 


«» substantial regional differences have emerged within and 
between cities with the market being affected by functional 
changes in their economic bases and by such outcomes as_ high 
unemployment; 


growing regional differences and the increased difficulties 
faced by many in gaining access to urban goods such as 
housing pose new challenges for planners; 


as other avenues of investment compete more actively for 
funds greater demands are being placed on investments in the 
property market to produce high yields over shorter time 
periods; and 


much greater problems have emerged for people who wish 
to purchase their own homes and increasing numbers’ of 
people will not be able to afford to buy a house. 


Global Forces and Cyclical Effects 


The restructuring of the Australian financial system has been the most 
basic and far-reaching force affecting property markets. It jis an 
adjustment to the revolution which has taken place in the world's 
capital markets involving the growth of the Eurocurrency markets and 
the collapse of the Bretton Woods agreement. The first gave the banks 
a huge pool of money (especially after the OPEC price increases) which 
they could utilise virtually free of any government control. The 
second introduced a system of market-determined exchange rates. During 
the 1970s several new and fundamentally important features in the 
global capital markets emerged as a result of the interaction of these 
two forces. The volume of money in the system grew enormously and 
there was a prolonged expansion of world-wide inflation. Capital 
became much more mobile with massive shifts occurring from one country 
to another . Exchange rates and interest rates became highly volatile. 
Because inflation generally rose faster than interest rates, real 
interest rates through much of the 1970s were zero or negative, 
producing a shift into borrowing by both business and government. Al1 
of these factors were to manifest themselves in a new investment 
climate in Australian cities. 
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The change in the economic base of individual cities and the relative 
collapse of manufacturing have also affected property markets. Both 
result from the growth of global production and marketing and 
accelerated expansion of manufacturing in Asia and the introduction of 
integrated systems (such as the world car) where elements of a product 
are made in different places. The impact of global manufacturing 
alongside the OPEC price shocks, ‘the reduction in world trade, lower 
commodity prices, and a growing deficit brought Australia into 
recession. 


The recession hit Australia hard, and had a big effect on property 
markets, because it followed the most sustained boom in its history. 
At the climax of that boom, between 1968 and 1974, property became the 
major focus for investment because of the collapse of mineral stocks 
and the decline of manufacturing. Between 1970 and 1972 the volume of 
money in the world system increased at rates four to five times 
greater than the average for the 1960s. In Australia the growth was 
even faster because of the failure to appreciate the dollar at a time 
when mineral exports had pushed its international reserves to record 
levels. Moreover, between 1972 and 1974 Australia lost control over 
its domestic money supply which at one stage was growing at a _ rate 
faster than 25 per cent per annum. The nation was awash with money 
and there were few opportunities outside of property. 


Consequences for the Property Markets 


One result of the interaction of these forces has been the creation of 
a national real estate market for large-scale commercial properties 
and for the more speculative end of the housing market. To some extent 
national markets have always been in existence but the boom of the 
early 1970s created new circumstances which shaped much broader and 
more volatile markets at the national level. In particular, 
information systems and intelligence about investment opportunities in 
different cities became more sophisticated and more widely available; 
organisational structures of firms changed to make better use of the 
opportunities presented by a national market, and there has been a 
tendency for a small group of large corporations to dominate the 
national market. The scale of individual investments by such agencies 
has risen markedly over time and the focus of their investments has 
shifted from city to city and from sector to sector as _ their 
perceptions of investment opportunities have changed. The growth of 
property trusts has also been important because of their ability to 
attract a proportion of retirement funds (funds that individuals might 
otherwise have invested in houses or units), and the general 
preference of the better-known trusts for investing in non-residential 
properties. Institutional investors, superannuation funds and 
property trusts have helped to reshape the nature of Australian 
property markets. In the 1950s and 1960s the property markets of 
individual cities were relatively self-contained. Now cities compete 
with each other for a limited stock of investment funds. Because 
investors tend to rely on the same sources of information there is a 
strong tendency for them to act in the same cities and in the same 
sectors of the market at the same time. Supply and demand can thereby 
easily get out of phase. The result is that property markets in 
individual cities have become much more unstable than in the past. 


Alongside the impact of large-scale institutional investors, property 
markets in New South Wales have been affected greatly by flows of 
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investment capital from abroad. In the early 1970s most of these 
funds came from Britain and British groups still hold the largest 
portfolios of the foreign property owners. In recent years the volume 
of funds from Asian sources has greatly increased, and the volume of 
funds from abroad going into property has also risen relatively. Five 
years ago only about 7 per cent of investments approved by the Foreign 
Investment Review Board were in property; today it is around 34 per 
cent. The importance of foreign investment goes beyond its volume. 
The foreign investors have been selective about the cities in which 
they would invest and Sydney has received the largest share of such 
funds. 


Regional Variations 


Property markets in the 1950s and 1960s were fairly stable in the 
sense of a constant demand, a fairly adequate matching of supply and 
demand, and an upward trend in prices which did not become excessive 
until the 1968-74 period. This stability was based on urban growth 
stimulated by Australia's industrialisation over the two decades and 
the steady inflow of migrants. Although the economic bases of 
individual cities differed in detail they all largely depended on 
manufacturing. When Australian manufacturing began its decline there 
was strong differentiation in the effect on individual cities and on 
different parts of those cities. For example, the decline of 
manufacturing disproportionately affected the poorer inner and western 
suburbs. The resource-based cities such as Newcastle and Wollongong 
have been greatly affected by the decline of manufacturing and 
unemployment rates have risen to about twice the State average. 
Resort land markets along the coast have also risen and fallen 
according to general macro-economic changes during the 1970s and 
early 1980s. Some of the characteristics of resort markets have made 
them an attractive alternative for firms wishing to switch out of the 
general residential markets when economic conditions have caused a 
downturn in such markets. As well in Sydney and other places the high 
rental values available in some coastal suburbs and the _ seasonal 
fluctuations of rental values have added to the instability of the 
market. The point is that previously regional differences have not 
greatly affected the stability of property markets in New South Wales 
whereas over the past decade regional variations in levels of 
opportunity and welfare have become quite marked. 


Changes in International Financial Arrangements 


In the 1950s and 1960s governments were able to ensure a flow of funds 
for housing at sheltered interest rates. The collapse of the Bretton 
Woods agreement and the decline of Keynesian management techniques 
have made it much more difficult for the government to ensure such 
flows at cheap rates; capital now moves in vast sums between nations 
and interest rates and exchange rates have become highly volatile and 
to a significant degree are set by international factors. The 
internationalisation of finance has reduced the ability of governments 
to regulate their national systems and hence to ensure flows of funds 
to specific sectors such as housing. Moreover capital markets in the 
1980s will progressively become more competitive because of: 


F the funds demanded by other sectors (such as_ resource 
development and the high cost of individual projects; 
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the competition provided by new entrants into the financial 
markets; 


the size of Australia's foreign debt (in excess of $44 
billion) and the size of the government's deficit (which 
may reach $10 billion); 


the late entry of Australian banks into full international 
banking and the cost of their obtaining a US dollar base to 
compete; and 


the growth of investment abroad by Australian institutions 
and businesses, a growth potential as yet scarcely perceived. 


The resources which the property industry utilizes (one such resource 
being finance) are naturally limited and sought by some other sectors 
of the economy, e.g. finance. Profits will decide which sector of the 
construction industry will be able to compete with other sectors of 
the economy. Two things are relevant here. First, during the 1970s 
there was a critical decline in the rate of profit which has not been 
arrested in some areas of the economy, and in many others has_ been 
halted only by mergers and take-overs rather than by increased 
productivity. Secondly, inflation and volatile interest rates directed 
investors' attention to the short-term end of the capital market. 
Increasingly investments have had to provide profits over shorter time 
periods and have had to provide the opportunity to become liquid 
allowing investors to shift quickly from one investment to another as 
circumstances change. The emphasis on short-term profits and 
liquidity which has emerged in the past decade contrasts with the 
nature of much investment in property wherein long-term capital gains 
are important (and short-term yields are often below market rates) and 
where the asset may be difficult to liquidate. In such circumstances 
housing provides a fairly unattractive focus of investment and rental 
housing becomes a particularly troublesome area. It is often 
difficult to get medium-density projects off the ground because of the 
general antipathy of local governments to such developments and the 
delays caused by the planning system. Once built the properties 
generally return short-term yields below those obtainable in the 
capital markets and this is not compensated by subsidies or 
depreciation allowances which might attract investors; currently the 
losses incurred in such ventures often provide the only attraction to 
investors for they can be written off against tax. 


Effects on Home Buyers 


The general shift of borrowing by both corporations and governments 
during the past decade came about because real interest rates in some 
years have been zero or negative as inflation rose faster than 
interest rates. Theoretically this should have left potential home 
buyers at least as well off in the early 1970s. However, as Table 28 
shows, inflation in property values has outstripped both general 
inflation (as measured by the CPI and wage increases. More 
importantly, the lending institutions have failed to increase the size 
of their loans and there has been an enormous jump in the deposit gap. 
In the decade to 1980 average loans increased 147 per cent but the 
deposit needed rose 537 per cent. The situation has not improved 
since 1980. A third problem arises because whether or not the 
increase in interest rates was positive or negative the actual 


67 


interest rates in the 1980s have been at their highest levels in’ the 
post-war period; a home owner surmounting the problem of the deposit 
gap is still faced with historically very high repayments in actual 
terms. Repayments are often exaggerated as well by the size of the 
deposit gap. In 1983 the median price of a house in Sydney was 
$83,000 and the average size of the bank loan was $33,000, leaving a 
deposit gap of $50,000. Depending on the potential home buyers' 

resources they would often be forced into securing a second or even a 
third mortgage to make up the shortfall, and at very much higher 
interest rates. It has not been uncommon for 40 or 50 per cent of 
income to be committed to repayments. Fourthly, there is the problem 
that no matter how strong the forces of recession (and in the 1980s 
with monetarist policies high interest rates have been a feature- of 
recession years) there is little chance of property values falling 
sufficiently to compensate potential home buyers. Toa _ significant 
degree high prices have become institutionalised (partly because of 
the rating system). High-priced land provides a particular problem; 
in the early 1950s land as a component of the home-on-land package was 
as low as 14 per cent of total value but today land in Sydney 
comprises about 50 per cent of total value. Although the demand for 
home ownership will remain strong the cost barrier outlined above will 
prevent an increasing number of people from being able to afford their 
own homes and therefore will place increasing pressure on _ rental 
housing. 


TABLE 28: HOUSING COSTS, EARNINGS, LOAN REPAYMENTS: SYDNEY, 
1969-70, 1979-80 


Change 

1969-70 1979-80 (4) 

CPI (1966-67 = 100) 109.4 287.2 162.5 
Median price of house (plus land) 17,610 64,300 265.1 
Interest rate (%) [1] 7.5 11.0 46.7 
Average loan ($) [1] 12,279 30, 368 147.3 
Repayments ($) 91.90 298.00 224.3 
Average weekly earnings (after tax) ($) 78.50 253.70 223.2 
Deposit needed ($) 5,331 33,942 536.7 
Weeks required to save (if whole of 79.2 165.1 108.5 


earnings had been saved) 


Note: 1. Based on permanent building society loans 


There are many well-known disincentives for people who live in rental 
housing or for people to provide rental housing. These include tax and 
subsidy systems and preferential interest rate systems. Urban planning 
which has generally been directed towards preserving property values 
also militates against the provision of rental housing because of the 
density and land-use mixes which have been traditionally prescribed. 
Rental housing is therefore caught in a bind. At the macro-economic 
level forces are operating which will increase the demand for it. At 
the macro-government level legislation greatly favours home ownership 
and tends to penalise both renters and landlords (except in 
exceptional times), and at the micro-government level planning systems 
tend to reduce the supply of rental housing. 
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6. THE GEOGRAPHIC DISTRIBUTION OF PRIVATE RENTAL HOUSING IN NEW SOUTH 
WALES 


The 1981 Census of Population and Dwellings identified a ‘tenant of 
other landlords' category for private occupied dwellings which is 
generally used as a surrogate for private rental housing. Data is 
available for the distribution of private rental housing in absolute 
numbers by Statistical Division for local government areas and at the 
Census collectors' district level. 


What is provided here is a brief analysis of the geographic 
distribution of private rental housing by local government areas 
within statistical divisions in New South Wales. 


What Type of Geographic Distribution Pattern Could be Expected? 


Previous work on housing markets in cities has led us to expect that 
there would be the greatest concentration of private rental housing in 
the inner suburbs, at locations in close proximity to public transport 
nodes and routes and in certain amenity areas, such as_ beaches. 
Outside major cities, one would expect the highest incidence of 
private rental housing in cities and towns with high proportions of 
their workforce in specific types of industry, such as mining and in 
certain amenity locations such as coastal holiday resorts. Towns with 
rapidly growing population would also be expected to have higher’ than 
average concentration of rental housing. 


As with almost all social and economic indices, we would expect the 
geographic pattern of distribution of private rental housing to be 
uneven and highly positively skewed, with high concentrations, both 
absolute and relative, in specific locations as suggested above. 


A description of the geographic pattern of distribution of private 
rental housing in the Sydney statistical division and in the various 
non-metropolitan regions of the State follows. 


Table 29 lists the number of private occupied dwellings in the ‘tenant 
of other landlord’ category by local government areas, total number of 
private occupied dwellings, the percentage of the latter in the former 
category (i.e. private rental housing as a percentage of total 
housing), and an Index of Concentration (Ic) for private rental 
housing. This Index is calculated as follows. 


Xi 
Lege 
Xn 
when Xi = % of total housing in local government areas that is 
private rental 
Xn = % of total housing in the State that is private rental. 


Thus, Ic statistics are an index of relative concentration of private 
rental housing in each local government area relative to the State 
average. 
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TABLE 29: PRIVATE RENTAL HOUSING IN NEW SOUTH WALES LOCAL GOVERNMENT 
AREAS: 1981 CENSUS DATA 


Total Tenants % in 


households other LGA Index 
Sydney SD 
Central Sydney SSD 
Leichhardt m 23,317 8,738 37.5 1.80 2 
Marrickville Mm 29,058 11,843 40.8 1.96 2 
Randwick m 43,017 14,439 33.6 1.62 2 
South Sydney Mm 12,162 3,343 27.5 1.32 3 
Sydney Cc 20 ,262 11,246 55.5 2.67 1 
Waverley m 25,834 11,446 44.3 2.13 1 
Woollhara m 22,211 8,118 36.5 1.76 2 
Inner Western Sydney SSD 
Ashfield m 15,013 5,781 38.5 1.85 2 
Burwood m 9,617 2,816 29.3 1.41 3 
Concord m 7,862 1,348 17.1 0.82 4 
Drummoyne m 11,860 2,552 21.5 1.03 3 
Strathfield m 8,312 1,748 21.0 1.01 3 
Southern Sydney SSD 
Bankstown m 46,904 4,171 8.9 0.43 5 
Botany m 11,849 2,971 25.1 1.21 3 
Canterbury m 44,095 12,846 29.1 1.40 3 
Hurstville m 22,266 3,599 16.2 0.78 4 
Kogarah m 16,354 2,712 16.6 0.80 4 
Rockdale m 30,633 6,516 21.3 1.02 3 
Sutherland m 51,929 6,611 12.7 0.61 4 
South-Western Sydney SSD 
Camden m 4,823 654 13.6 0.65 4 
Campbelltown c 25,013 2,665 10.7 0.51 4 
Liverpool Cc 25,921 5,402 20.8 1.00 3 
Wollondilly s 5,883 836 14.2 0.68 4 
Western Sydney SSD 
Auburn m 15,074 3,685 24.4 1.17 3 
Baulkham Hills s 25,365 1,807 7.1 0.34 5 
Blacktown Cc 49,275 4,209 8.5 0.41 5 
Blue Mountains c 18,389 2,561 13.9 0.67 4 
Fairfield Cc 37 ,853 8,018 21.2 1.02 3 
Hawkesbury Ss 10,962 2,267 20.7 1.00 3 
Holroyd m 24,859 4,436 17.8 0.86 4 
Parramatta Cc 42,410 8,323 19.6 0.94 4 
Penrith Cc 31,846 4,464 14.0 0.67 4 


70 


Table 29 Continued 


Northern Sydney SSD 


Hornsby 
Hunters Hil] 
Kuring-gai 
Lane Cove 
Manly 

Mosman 

North Sydney 
Ryde 
Warringah 
Willoughby 


Sa 3°93 


Bu 33 


Gosford - Wyong SSD 


Gosford Cc 
Wyong Ss 


Hunter - Newcastle SD 


Cessnock 
Cessnock Greater 
Lake Macquarie 
Maitland Cc 
Newcastle Cc 
Port Stephens s 


Balance of Hunter SD 


Cessnock Greater (Part B) 
Dungog 
Gloucester 
Great Lakes 
Merriwa 
Murririndi 
Muswel1 brook 
Scone 
Singleton 


nnunnunununn 


Illawarra Wollongong SD 


Kiama m 
Shellharbour’ Mm 
Wollongong iG 


Total 


households 
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34,079 

3,967 
31,160 
11,064 
14,913 
10,921 
23,765 
31,244 
57,780 
18,999 


32,595 
24,364 


12,331 
12,036 
45,378 
12,193 
48,110 

8,525 


295 
1,969 
1,407 
5,741 

728 

732 
3,644 
2,553 
4,070 


3,764 
11,862 
54,108 


Tenants 
other 


4,737 
634 
2,978 
3,007 
4,961 
3,693 
11,189 
7,986 
11,188 
4,609 


4,772 
3,774 


1,352 
1,323 
4,736 
1,852 
9,914 
1,791 


29 
275 
219 

1,294 
104 
131 
765 
521 
852 


601 
1,374 
10,191 


% in 
LGA 
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Table 29 continued 


Total 
households 

Balance of I]lawarra SD 
Shoal haven c 15,771 
Wingcarribee’ s 7,640 


Richmond Tweed SD - Gold Coast SD (part) 


Tweed s (part A) 6,401 
Tweed 11,700 


Balance of Richmond - Tweed SD 


Ballina s 6,313 
Byron Ss 4,691 
Casino Ss 3,168 
Kyogle s 2,716 
Lismore c 10,243 
Richmond River s 2,141 
Tweed s (part B 5,299 
Mid-North Coast SD 

Clarence SSD 

Bel] ingen s 2,770 
Coffs Harbour s 10,294 
Copmanhurst s 863 
Grafton Ss 5,315 
Maclean Ss 3,228 
Nambucca Ss 3,720 
Nymboida s 600 
Ularra s 1,176 
Hastings SSD 

Hastings m 11,272 
Kempsey S 6,058 
Taree Greater c 9,995 
Northern SD - Tamworth SD 

Tamworth Cc 9,823 
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Table 29 continued 


Total 


households 


Balance of Northern Slopes SSD 


Inverell 
Barraba 
Bingara 
Gunnedah 
Inverell 
Manilla 
Nundle 
Parry 
Quirindi 
Yallani 


(part A) 


nnnunnunununn 


Northern Tableland SSD 


Armidale 
Dumaresq 
Glen Innes 
Guyra 
Inverell 
Serem 
Tenterfield 
Uralla 
Walcha 


Central Plains 


Moree Plains 
Narrabri 


(part B) 


anununn 


SD 


s 
s 


Central Macquarie SSD 


Coolah 
Coonabarabran 
Dubbo 
Gilgandra 
Mudgee 
Narromine 
Wellington 


nnununaunn 


Macquarie - Barwon SSD 


Bogan 
Coonamble 
Walgett 
Warren 


nnunn 
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5,036 
916 
760 

3,962 

1, 480 

1,001 
375 

3,077 

1,689 

1,189 


5 393 
1,027 
1,989 
1,452 
3,556 

946 
2,102 
1,616 
1,159 


4,608 
4,525 


Tenants 
other 


894 
180 
105 
760 
170 
154 

40 
376 
314 
134 


1,535 
181 
380 
235 
724 
108 
310 
238 
183 


1,053 


% in 
LGA 
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Table 29 continued 


Total Tenants % in 
households other LGA Index 
Upper Darling SSD 
Bourke S 1,230 316 25.7 1.24 3 
Brewarrina Ss 660 152 23.0 PoP le3 
Cobar Ss 1,415 381 26.9 1.29 3 


Central West SD - Bathurst-Orange SD 


Bathurst Cc 6,907 1,570 22.7 1.09 3 
Blayney s (part A) 1,340 268 20.0 0.96 4 
Cabonne s (part A) 504 94 18.7 0.90 4 
Evans s (part A) 260 42 16.2 0.78 4 
Orange c 9,364 1,815 19.4 0.93 4 
Blayney 1,902 34 18.1 0.87 4 
Cabonne 511 14.3 0.69 4 
Evans 1,308 174 13.3 0.64 4 
Balance of Central Tablelands SSD 

Blayney s (part B) 562 77 13:7 0.66 4 
Cabonne s (part B) 182 22 12.1 0.58 4 
Evans s (part B) 1,048 132 12.6 0.61 4 
Lithgow Greater C 6,312 1,137 18.0 0.87 4 
Oberon Ss 1,165 216 18.5 0.89 4 
Ryl stone Ss 1,350 222 16.4 0.79 4 
Lachlan SSD 

Bland Ss 2,450 341 13.9 0.67 4 
Cabonne s (part C) 2,877 395 13.7 0.66 4 
Cowra Ss 3,713 623 16.8 0.81 4 
Forbes Ss 3235 529 16.4 0.79 4 
Lachlan S 2,574 391 15.2 0.73 4 
Parkes S 4,556 695 15e3 0.74 4 
Weddin Ss 1,427 168 11.8 0.57 4 
South-Eastern SD - Canberra SD (part) 

Queanbeyan Cc 6,705 2,380 3625 1.71 2 
Balance of Southern Tablelands SSD 

Boorowa Ss 870 113 13.0 0.03 4 
Crookwel] Ss 1,472 188 12.8 0.62 4 
Goulburn c 6,514 1,399 21.5 1.03 3 
Gunning S 618 73 11.8 0.57 4 
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Table 29 continued 


Total 
households 


Balance of Southern Tablelands cont. 


Harden Ss 1,304 
Mul waree Ss 1,372 
Tallaganda s 738 
Yarrowlumla Ss 1,290 
Yass Ss 2,239 
Young s 3,286 
Lower South Coast SSD 

Bega Valley s 6,463 
Eurobodalla Ss 5,499 
Snowy SSD 

Bombala Ss 1,016 
Cooma-Monaro- 5s 2,937 
Snowy River Ss 1,333 
Murrumbidgee SD - Wagga Wagga SD 

Wagga Wagga ¢ 14,000 


Balance of Central Murrumbidgee SSD 


Coolamon Ss 1,311 
Cootamundra Ss 2,631 
Gundagai s 13237 
Junee s 1,724 
Lockhart Ss 1,138 
Narranderra Ss 2,331 
Temora Ss 2,075 
Tumut Ss 3,496 
Lower Murrumbidgee SSD 

Carathool Ss 983 
Hay Ss 1,208 
Leeton Ss 3,287 
Murrumbidgee Ss 652 


Murray SD - Albury-Wodonga SD (part) 


Albury Cc 11,711 
Hume Ss 1,378 
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Table 29 continued 


Total 


households 


Balance of Upper Murray SD 


Corowa 
Culcairn 
Holbrook 
Tumbarumba 
Urana 


nnununn 


Central Murray SSD 


Berrigan 
Conargo 
Deniliquin 
Jerilderie 
Murray 
Wakool 
Winderan 


nunnunwyaunn 


Murray Darling SSD 


Balranald Ss 
Wentworth Ss 


Far West SD - Broken Hill SD 
Broken Hill Cc 

Balance of Far West SD 
Central Darling 


Unincorporated (Far West) 


Lord Howe Island 


Lord Howe Island 
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1,979 
1,292 
827 
1,187 
562 


2,212 
500 
2,384 
683 
1,199 
1,500 
149 


814 
1, 983 


8 ,833 


895 
413 


110 


Tenants 
other 


387 
163 
135 
221 
100 


432 

63 
527 
107 
180 
236 

18 


121 
336 


1,097 


229 
40 
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FIGURE 5: INDEX OF PRIVATE RENTAL CONCENTRATION BY LOCAL 
GOVERNMENT AREA, NEW SOUTH WALES, 1981 
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Figures 4 and 5 show the geographical concentration of private rental 
housing, based on Ic statistics compiled for each local government 
area, for the Sydney Metropolitan Division and for the remainder of 
the State at the 1981 Census. 


Private Rental Housing Distribution in Sydney 


In the Sydney Statistical Division there were 235,704 private’ rental 
dwellings occupied at the 1981 Census. These represented 22.1 per 
cent of total occupied private housing in Sydney. 


Figure 4 shows that there are marked variations in the geographical 
concentration of private rental housing in Sydney. The map clearly 
demonstrates the high relative concentration in the inner city areas, 
especially Sydney, Waverley and North Sydney, and the eastern suburbs, 
inner southern, inner north shore and most of the inner’ western 
suburbs. The outer western suburbs around Liverpool and other outer 
north western areas on the metropolitan fringe also had above average 
concentrations of over 21 per cent of occupied private dwellings as 
private rental housing. 


The proportions of private rental housing in these local government 
areas ranged from 56 per cent in Sydney, 47 per cent in North Sydney, 
44 per cent in Waverley to around 34 per cent in the eastern suburbs 
at Randwick, to 38 per cent in Ashfield in the inner western suburbs, 
and 29 per cent in Canterbury in the southern suburbs. These are the 
inner suburbs where one expects to find high concentrations of flats, 
units and old housing in the private rental market. 


Table 28 shows that within Central Sydney about 20,000 rental housing 
units were occupied, while about 55,000 rental housing units were 
occupied in the inner western and southern Sydney suburbs. 


Figure 4 shows that there were below average concentrations of private 
rental housing in the northern beaches, upper north shore, outer 
western and outer southern regions. However, there were in total a 
large number of private rental housing units in these areas. For 
example, the western Sydney region, extending from Auburn to Penrith 
and Baulkham Hills to Blacktown had over 40,000 private rental housing 
units. These are the middle and outer suburbs which are the 
traditional 'mortgage' home ownership areas of cities, but there are 
pockets of privately rented flats and units around regional centres 
and new railway stations, and there is a surprising number of houses 
which are in private rental tenancy, but often for relatively short 
periods of time. 


Analysis of the distribution of private rental housing at the census 
collectors' district level in Sydney shows that the areas of highest 
absolute and relative concentration were in the inner suburban areas 
serviced by public transport, which basically comprises that part of 
metropolitan Sydney east of Parramatta, south of North Sydney-Sydney 
and north of Botany Bay. This is the area where most of the flats and 
home unit developments are found. However, the data also shows that 
there are a large number of private rental units in the suburbs at 
those locations suggested in the previous paragraph. 
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Non-metropolitan Private Rental Housing Distribution 


Figure 5 shows that there are very marked variations in the levels of 
concentration of private rental housing in non-metropolitan areas of 
New South Wales. In general, very few local government areas have Ic 
numbers above the State average. Each Statistical Division has its 
own specific concentrations. 


The Hunter 


The rates of relative concentration of private rental housing are 
generally low, and only Port Stephens, Great Lakes, Muswellbrook and 
Singleton had rates about the State average of over 20 per cent. Most 
local government areas had concentrations well under the State 
average. No local government areas had a concentration of just over 23 
per cent. 


The Illawarra 


No local government areas in the Illawarra had the State average 
concentration of private rental housing, with Wingecarribee having the 
highest figure of 18.9 per cent. 


Richmond Tweed 


Tweed Heads, Ballina and Richmond River were the only local government 
areas to record above State average levels of private rental housing 
with figures of 20 to 25 per cent. 


Mid-north coast 


Only Coffs Harbour and Hastings had local government areas marginally 
above State average with 21 per cent private rental housing. 


Northern 


Tamworth (22 per cent), Armidale (29 per cent), (with many tertiary 
students), Moree and Narrabri (21-22 per cent) (with significant 
Aboriginal populations and itinerant workers), had above State average 
concentrations of private rental housing. 


North-western 


A number of local government areas had above State average 
concentrations of private rental housing, including Dubbo (22 per 
cent), a fast-growing important service and transport node town and 
the north western semi-outback areas of Burke, Brewarrina and Cobar 
(23-27 per cent). 


Central west 

Bathurst (23 per cent), part of the Orange-Bathurst growth centre was 
the only local government areas with above State average private 
rental housing. 


South east 


Queanbeyan stood out well above the State average with 36 per cent of 
its housing in private rental but this is a very special case as it is 
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a town adjacent to Canberra and receives population overspill from the 
National Capital and has high concentrations of low income groups’ in 
the rental housing market. Also, Bega Valley (21 per cent) on the 
south coast and the Snowy Mountains local government areas of Bombala 
(22 per cent), Cooma-Monaro (27 per cent) and Snowy River (27 per 
cent) were above the State average. 


Murrumbidgee 


Wagga Wagga (23 per cent), Leeton (21 per cent), Murrumbidgee and Wade 
(21-24 per cent) had above State average concentrations of private 
rental housing. 


Murray 


Albury local government area, part of the Albury-Wodonga growth 
centre had 26 per cent of its housing in private rental, but 
Denniliquin was the only other local government areas to be above 
State average. 


Far west 


In the Far west, only the Central Darling local government areas (26 
per cent) was above State average for private rental housing. 


Summary 


It is clearly evident from Table 29 and Figure 5 that very few non- 
metropolitan areas had above State average concentrations of private 
rental housing; only one local government area; Queanbeyan, had a 
figure of over 30 per cent. 


Compared to Sydney, the major provincial city regions of Wollongong 
and Newcastle evidenced low rates of of private rental housing. 


The coastal resort areas rarely exhibited much above the State 
average, and reached above 20 per cent in only nine local government 
areas along the whole coast outside the Sydney, Wollongong and 
Newcastle areas. However, many of the coastal resort local government 
areas would have had relatively high rates of seasonal private rental 
housing as the Census is taken in the off-season winter period. 


Policy Implications 


It is difficult to make definitive statements on the policy 
implications of the pattern of distribution of private rental housing 
in New South Wales discussed above without having disaggregated data 
which cross-tabulates tenure type by age, sex, household type, 
occupation, income and mobility of tenants. These data are not 
available at this level of spatial aggregation. However, there are a 
number of important implications that are evident for metropolitan 


Sydney. 


- The data clearly demonstrates that while the highest levels 
of relative concentration of rental housing in the inner 
suburbs, there are at least as many rental housing units 
located in the middle and outer suburbs. 
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: The overall widespread geographic distribution of private 
rental housing means that it is not appropriate for policies 
to be directed to specific or restricted regions of the city, 
such as the inner city locations. It must be realised 
that many of the social and economic problems associated with 
the provision and cost of rental housing will apply broadly 
across the city. 


The magnitude and nature of problems associated with private 
rental housing are likely to be somewhat different at 
different locations in the city, but these cannot be 
specified without disaggregated data analysis and/or specific 
area studies. 


Fi It must be appreciated that there is a dynamic component to 
rental housing, especially in the middle and outer suburbs 
due to the high propensity for particular types of dwellings 
to move in and out of different types of tenure. This is 
not restricted to houses, but also applies to flats and 
units which are strata titled. 


For non-metropolitan New South Wales, the following generalisations 
may be made: 


» The major industrial cities that are suffering from internal 
economic adjustment are not areas of high incidence of 
private rental accommodation, but this does not mean that 
there are not specific problems inherent in this sector of 
the housing market. 


4 Queanbeyan is a highly visible special case in which there is 
an extremely high proportion of private rental housing and 
where there are major problems that require specific 
attention. 


: The relatively low incidence of private rental housing 
throughout non-metropolitan cities and towns, especially 
coastal areas, could mean that there is in general low 
demand for rental accommodation, or that there are potential 
or existing shortages in some towns. Without detailed study 
of each town it is not possible to draw more specific 
conclusions. 


Overall, the major implication for policy is that while there are very 
obvious high concentrations of incidence of private rental housing at 
specific locations, private rental housing is widespread over space. 
Different policies will be appropriate for different areas. 
Nevertheless the following may be immediate priorities: 


‘ Within Sydney, identify the nature of tenants in the inner 
city areas of high concentration, and in particular ascertain 
the degree to which the rental housing stock is vulnerable to 
gentrification and strata titling. 


‘ Within Sydney, specific attention needs to be given to the 
outer western and southwestern suburbs when there are very 
large numbers but not necessarily high concentrations of 
private rental housing. 
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‘ Outside the metropolitan area, Queanbeyan stands out as an 
area of high concentration of private rental housing that 
requires urgent attention. 


83 


7. CONCLUSIONS: THE MAJOR DETERMINANTS OF THE NEW SOUTH WALES 
RENTAL MARKET 


This concluding section sketches out those factors which we believe to 
be of most importance in determining current developments in the New 
South Wales rental market. 


From a User's Perspective 


There are continuing high levels of need for rental accommodation, 
largely caused by rapid household formation at rates exceeding supply 
(with net migration contributing substantially to household growth). 
The high cost of home purchase is also important. Deep and persistent 
poverty amongst tenants and would-be tenants ensures that escalating 
rent levels and establishment costs constitute unacceptably high 
proportions of income and capital outlays for low income households. 
The continuing loss of low cost accommodation exacerbates problems of 
affordability and availability. Some discrimination is experienced by 
some groups and individuals. Other forms of provision such as 
caravans and 'informal' renting may constitute increasing proportions 
of available rental stock. 


From a Supplier's Perspective 


Rent levels are not high enough to justify new construction (even 
upmarket rental projects may be risky), high land and building costs 
compared to an uncertain market militate against new construction. 
Other, hassle-free investment options often are more attractive, 
leading to movement of investment out of rental housing altogether. 
Uncertainty about capital gains and fear of capital gains tax may be 
currently leading to disinvestment. Sale to owner-occupiers and 
gentrification cause further losses from the rental stock. Some 
profitable investment opportunities are available in providing certain 
types of accommodation options: e.g. caravan parks or insecure high 
cost/high density boarding accommodation. 


Government Responses 


Despite increasing its stock the Housing Commission is unable to 
increase supply fast enough to cope with growing need. Federal and 
State policies still favour owner-occupation making investment aimed 
at rental income less viable but underwriting investment aimed at 
capturing capital gains. 


Overall 


There is no longer an emerging crisis of rental housing in New South 
Wales; rather there is a deep and enduring crisis for thousands of 
poor tenants and others displaced from 'traditional' landlord-tenant 
relations. There are few reasons for supposing that this is a 
‘cyclical’ problem, rather we expect it to continue and to get worse. 
This has all happened without 'consumer protection’ landlord-tenant 
law reform. 
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APPENDIX I 
PROJECT TITLE: 


The Economic and Other Factors Affecting the Availability of 
Rental Accommodation in New South Wales 


1. BACKGROUND 


In 1983-84 AIUS conducted Project 70, ‘Affordable and Available 
Housing: the Role of the Private Rental Sector', culminating by 
publication of a book, AIUS publication No. 117. This was a review of 
rental housing in Australia. The Project also developed a series of 
policy recommendations to the State Governments and the Federal 
Government in the rental housing and related fields. The research on 
Project 70 was conducted by Mr Chris Paris and the Project 70 Steering 
Committee. 


The New South Wales Department of Consumer Affairs has approached AIUS 
with the view to having the Institute and Mr Paris undertake specific 
work on rental housing in New South Wales. 


2. TERMS OF REFERENCE FOR THE STUDY 


The New South Wales Department of Consumer Affairs has provided the 
following task and summary of brief instructions for the Institute: 


THE TASK 


1. To consult with the members of the steering committee, and 
gather information on the topics listed below. 


2. To prepare an interim report within four weeks of engagement 
for presentation to and discussion with the steering 
committee. 


3. To provide a final report to the committee within two weeks 
of the above presentation. 


SUMMARY OF BRIEF 


The consultant's brief is to provide a report on the following 
matters: 


A. A profile of tenants and landlords in New South Wales 


What influences landlords to invest in private rental 
accommodation, and tenants to rent that accommodation? 


What is the impact of rent levels on tenants, and of the 
investment return on landlords? 


The report must raise and study the various factors and their 
influence. 
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B. What is the total rental market in New South Wales? 


Consideration is to be given to not only the traditional 
landlord and tenant relationships, but to: 


. public housing 
lodging houses and hostels 
retirement villages and nursing homes 
caravan parks 


What effect does the provision of the above have on _ the 
‘traditional’ rental market? 


C. The trends, issues and problems of the total rental market 
What are they? 


A detailed analysis of the availability and affordability of 
rental accommodation in New South Wales is required. 


D. A statement of Government policies and their effect on 
private renting in New South Wales. 


The policies of the Commonwealth, State and local governments 
are to be canvassed. 


E. Conclusions as to the major determinants of the New South 
Wales rental market. 
ORGANISATION OF THE PROJECT 


The Project would be undertaken by AIUS as a continuation of 
Project 70: ‘Affordable and Available Housing’. 


The Project will be overseen by a Project Committee consisting 
of: 


Mr R. Annells, Head, Lands Department, Tasmanian Government 
Dr G. Bethune, South Australian Housing Trust i 

Mr E. Kneebone, Housing Department, Victorian Gov:rnment 

Dr R. J. Stimson, Director, AIUS 


Mr Chris Paris, Research Fellow in the Urban Research Unit, 
Australian National University, will be the consultant working 
on the project. 

AIUS Secretariat Staff will provide research assistance to Mr 
Paris in undertaking the project. 

PROJECT RESEARCH METHOD 

The study will proceed through two stages: 


(i) mid November-mid December 1984: review of available material, 


preliminary consultations, preparation of a consultative 
document; 
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(ii) January-February 1985: additional data analysis, review of 
responses to consultative document, preparation of final 
report. 


The review of available material will draw on: 


(i) work done already under AIUS Project 70 and responses to. the 
published report; 


(ii) material published or made available since Chris Paris wrote 
the report for Project 70 (including material held by NSW 
government departments and statutory authorities); and 


(iii) material to be commissioned from Professor M. Daly on the 
effects of macro-economic processes on NSW property markets. 


Preliminary consultations will be held with the consultative 
committee, NSW government departments and statutory authorities and 
also with represtentative of interest groups involved in _ private 
rental housing. The review and consultations will provide the basis 
for a short consultative document setting out the major trents, issues 
and problems in New South Wales. 


Stage 2 


This stage will progress over two months and will encompass analysis 
of existing and new data which will include the following: 


A. Analysis of secondary data on characteristics of rental housing 
tenants in New South Wales 


Two major data sources will be analysed: 


(a) ABS 1981 Census cross-tabulation data on nature of tenancy 
for New South Wales; and 


(b) ABS 1981 Census Unit Record Sample Tapes data. 


Detailed profiles of sub-categories of rental tenants will be 
developed based on the following characteristics: 


» age and sex 
. family/household structure 
. employment status 
.» occupation 
. birthplace 
. level of rent 
, type of dwelling 
. characteristics of dwelling 
. crowding index 
income 


As far as possible data will be broken down for analysis at the 


Metropolitan and non-metropolitan levels and other segments of the 
housing markets, as in Section B of the brief. 
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B. Analysis of distribution of rental housing stock 


ABS data will also be used to analyse the spatial distribution of 
rental housing stock in metropolitan Sydney and other urban areas in 
New South Wales. 


C. Consultation with interest groups and agencies in the rental 
housing market in New South Wales 


It is considered imperative that the researchers be able to_ hold 
detailed discussions with, and that submissions be invited from, 
interest groups and agencies concerned with rental housing in New 
South Wales. These would include: 


. Tenants Union 
Shelter 
Real Estate Institute 
Housing Commission 
. Department of Consumer Affairs 
‘ Property owners representatives 
: Building societies, banks and other lending agencies 
; Other government departments 


It is proposed to spend up to 4 days consulting with these interest 
groups and agencies. 


D. Access to existing government data and reports on rental housing 


The project cannot be conducted effectively without access by the 
researchers to existing government held data and reports on _ rental 
housing. These include: 


i MRRS operation 

: Community Housing experiments and other Housing Commission 
material 

: Rental Bond Board 

2 DEP analysis 

i Rental Task Force material 

: Submissions to last review of landlord-tenant law 


Ei Evaluation of market trends 


An important component of the study will be an analysis of market 
trends in rental housing, with particular emphasis on vacancy rates, 
new building, levels of rent, rental bond holdings, public housing 
provision, vacancy rate and allocation policies. 


As far as is possible the analysis will point to geographic variations 
in market trends in rental housing. 


F. The influence of government policies 


The project will assess the role of government policies, such as the 
impact on provision of rental housing of the manner in which Councils 
implement planning and development controls and the operation of State 
and Federal government housing policies (in a macro sense) on _ the 
provision of rental housing. 
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5. TIME SCALE 


The project will begin in late November, 1984, and be completed by 
mid-March, 1985. The following timetable is envisaged: 


1984 
November 19 : Approval of project 
November 20-23 =: Discussions with Department of Consumer Affairs 


officers and other government department officers 
Provision of government data and documents 
Consultation with Project Committee 


November 26-30 : Assemble data for analysis 


December 10-14 : Writing of interim report 
1985 
January : Data analysis 


Consultation with Project Committee 


February : Data evaluation 
Consultation with NSW Department of Consumer Affairs 
Consultation with Project Committee 


March =: Writing final report and presentation of 
recommendation 


6. PUBLICATION RIGHTS REQUIREMENT 


As with all research undertaken by AIUS as a non-profit independent 
research organisation, AIUS requires the right to publish the results 
of the project following an agreed upon period of time after 
presentation of the final report to the NSW Department of Consumer 
Affairs. The confidentiality of both government and individual data 
and records, will not be identified in any such publication(s). 


7. BUDGET 

Personnel: $ 6,000 
Project consultants $ 1,000 
AIUS Executive Staff $ 2,500 
Research Assistant $ 600 
$10,100 

Materials and printing 400 
Computing 400 
Travel and living expenses $ 2,500 
Overheads $ 2,010 
$15,410 
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APPENDIX I] 


ADVICE OF LODGMENT RENTAL BOND BOARD pe 


Full name of 
tenant/s and 
address uf 
rented 
premises 
(please print 
in block 
letters) 


12th Floor, No. | Oxford Street, Darlinghurst. 2010 
Telephone: (02) 266-8299 


Rental Bond 
Number 


THE RENTAL BOND NUMBER MUST BE QUOTED ON ALL COMMUNICATIONS WITH THE BOARD. 


The particulars on this form relate to a rental bond paid in respect 
of rented premises detailed in section 2 below. 


Important:— 1. 


ween 


PLEASE COMPLETE’THIS FORM AND LODGE BOTH Rental Bond 

THE ORIGINAL AND DUPLICATE, TOGETHER WITH Number 

THE CHEQUE, WITHIN 7 DAYS OF RECEIPT OF THE 

RENTAL BOND. 

A separate form should accompany each bond lodged. 

Both the tenant and the landlord or his managing agent must sign sections 6 and 7 respectively. 

Bonds should be claimed on the prescribed claim form within 7 days of termination of tenancy. 

Forms and information pamphlets are available from any branch of the State Bank of New South Wales. 


FIRST NAMES SURNAME ‘i 
Business 


Full name/s of Phone No. 
tenant/s 

(Please print in Private 

block letters) Phone No..--- 


Address of Date tenancy commences 


rented premises 
(Please print in 
block letters) 


/19 


Postcode 


Business 
Full name and 
address of Phone No... 
landlord ee 
(Please print in oak Nan 


block letters) ea 
Postcode 


AGENT'S Ki 
NUMBER Business 
- Phone No. 


Full name and 
address of 
managing agent 
(Please print in behets 
block letters) Postcode 
Details of Amount in words 
amount of bond 


Cheque/Cash/Money Order/Other (Delete items not applicable) 


landlord/ 
managing agent 
WEEKLY RENTAL | ae POSTCODE OF RENTED PREMISES SERS 


NUMBER OF 
BEDROOMS BEDSITTER & 2BEDROOMS (J 4 OR MORE 


(PLEASE TICK) 1 BEDROOM @ 3BEDROOMS UT) BEDROOMS 


If a previous bond is to be applied as bond money for this tenancy, a claim for refund form for the previous tenancy MUST be 
attached. Only a claim for refund form signed by both parties will be accepted for the purpose of applying a previous bond as 
bond money for this tenancy. 


Previous bond number as per attached claim form: No, —__________________ Amount $ 


QD woont ranscon = SPEEGISEF = IR 170003 8 
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